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How MUCH O1L does it take 


| — = 
' 3 = = to get to England? That de- 
— pends entirely on the size of 


the ship — and the weather 


£ = - 
man! ——_—— For instance 


L¢ “A f ’ 
ARNON 


only about 400 tons of fuel oil to drive 7,500-ton 
freighter across the Atlantic, the giant turbines of a 
luxury liner will use up almost 5,000 tons on a normal 


trans-Atlantic crossing. 


But no captain, or chief engineer, is foolhardy enough 
to count on a “normal” crossing. So the freighter takes 
on at least 100 extra tons of fuel oil —and the liner, at 
least 1,200 extra tons...a reasonable margin of safety to 


carry each ship through storms and heavy going 


What has oil to do with life insurance? 


Ships, and the fuel oil they carry, help to explain a num- 
ber of things about a life insurance company’s “reserves.” 


There are two kinds of reserves. 


The first is sometimes « illed “legal reserve” because it 
is fixed by law. And the amount required as “legal 
reserve” varies under different conditions depending 
upon the kinds of imsurance ind the / ot ‘ ich 
kind which the company has in force, the it which 
the insurance was issued, and the it has 


been in effect 


This “legal reserve” must be enough, when added to 


payments to be received in the future, to pay the com- 


pany's obligations as they normally fall due. This re- 


serve —checked periodically by State and Dominion 


insurance departments—represents the “fuel oil” the 


company nee ds to get to“ port” under , conditions 


But naturally, no life insurance company can foretell 


the “weather” it may head into...the unexpected sit- 
uations it may be called upon to meet. So the company 
much smaller fund, 


maintains another, and of course 


called its contingency reserve or surplus. This smaller 
umount, like the extra oil a steamer carries, represents 


a margin of safety for emergencies 
In short ‘ life insurance company’s total reserves 


must be suthcient to enable it to discharge its financial 





How much Oil does it take to get to England? 
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THIS IS THE ELEVENTH in Metropolitan’s new series of ad- 
vertisements designed to give the public a clearer under- 
standing of how a life insurance company operates. It 
appears in: Collier’s, March 4; Saturday Evening Post, 


March 4; Business Week, March 4; Time, March 6; 
American Weekly, March 5; This Week, March 12; 
Forbes, March 1; Cosmopolitan, April: Nation’s Business, 
March: Fortune, March; United States News, March 6. 
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RECENTLY DISCOVERED in the archives of New York Life was a letter from Mary B 

Baltimore, dated November 24, 1852. Even in those early days it was not unusual for the wife to take 
the initiative in matters concerning the husband’s life insurance. Writing that she wished she could 
afford to “increase the amount of insurance to the utmost limit,’’ she added, ‘‘it costs much self-denial 
... but what is self-denial to the Mother of two noble boys whom even this sum may aid to educate?” 


P| 


JULY 15, 1853, less than eight months later, is the date of the TODAY THOUSANDS of “educational policies” are protecting 
receipt for $1,139.89 “in full for policy No. 7784,” which was the future careers of American boys and girls. Such protection, 
paid to Mary B.... as a death claim. So far as we know, this is as offered by New York Life and its agents, contributes to the 
the first record of life insurance protection for the specific purpose welfare of the family and to the social and economic betterment 
of providing funds for the education of children. of the nation. For further information write for booklet. 


SAFETY 1S ALWAYS THE FIRST CONSIDERATION ... NOTHING ELSE IS SO IMPORTANT 


NEW YORK LIFE INSURANCE COMPANY 


A Mutual Company founded on April 12, 1S9S5 
THOMAS A. BIUCKNER., Chatrman of the Board . 51 MADISON AVENUE. NEW YORK, N.Y. . ALFRED L. AIKEN, President 
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larity its most insistent investigators become in due course 
its sincerest proponents. The inherent worth of life insurance 
never appears to greater advantage than when under searching 
scrutiny. Life insurance agents of any experience will subscribe 
to this outstanding fact. 


® Sari is the nature of life insurance that with unfailing regu- 








Each will point with pride unconcealed and permissible satis- 
faction to their largest policy and the faith in life insurance of 
the man who owns it. Almost without exception this business 
was obtained from a quondam skeptic of the worth or desirability 
of life insurance as a means of economically and surely protect- 
ing the future. The story of such sales is stereotyped. The ap- 
proach is accidental and unconvincing. The canvass is made first 
on unwilling and even rebellious ears. A besieged and grudging 
listener resolves to prove his stand in refusing a policy. A hos- 
tile critic explores the purposes, the practices, the science, the 
management and the policy of life insurance. At every turn the 
quest discloses some superiority of a life insurance policy over 
any other possession whether the buyer be rich or poor, man or 
woman, young or old. 



























Intimate knowledge of the principles and practices of life in- 
surance brings a convinced appreciation of its value and an im- 
mediate motivation for a permanent share in its beneficence. 


The policy so bought is no casual sale liable to be discontinued 
casually through the years. It has specific purpose for an under- 
stood need. A lasting, articulate advocate has been made, a pol- 
icyholder whose confidence is based on a study into the essence 
of life insurance. 





So it is that life insurance men may look forward with pleasur- 

able expectancy to the final phase of the present scrutiny into its 

e affairs at Washington. They well may anticipate a time when 
understanding knowledge of the intimate details of life organi- 

THOMAS J. V. CULLEN zation converts the present investigators into zealous advocates 

Editor of its wider national acceptance. 

saa os — Chief Justice Charles Evans Hughes after 1906 became a most 
ardent admirer of the work of the institution of life insurance. 
Chairman Joseph C. O’Mahoney of the current committee, in his 





FRANK ELLINGTON 


| arty first public utterance after the initial phase of the present hear- 
» the W. EUGENE ROESCH ings had been completed, paid high tribute to the management of 
oa Field Editor life insurance. He said, “Nothing whatever was developed at 
DAVID PORTER the hearings to reflect upon the integrity or ability of the men 

News Editor who administer these huge organizations. I am personally satis- 


WINTHROP A. HAMLIN fied that there is not a single responsible official of any of these 

News Editor companies who is not as sincerely interested in restoring and 

Y eats init ts tees Gaintnn) ee prosperity in the United States as any pub- 
ic official. 
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By 
RAINARD B. ROBBINS 














perbebe bedevil 
9h beta bag 4) bade 


a 


Ceeeed ser 


HTT 


A thoughtful discussion 

of the probable changes 

to be effected in this 
vital legislation 


REVAMPING SOCIAL SECURITY 


HE Social Security Act became 
T ettectiv in August, 1935. Grants 

to states for old-age assistance, 
for aid to dependent children and 
blind persons, for maternal and child 
welfare, for establishing and main- 
taining adequate public health service, 
and for the administration of unem- 
ployment compensation plans were 
arranged as rapidly as conditions re- 
quired for their payment were met. 
Wage taxes to encourage the estab- 
lishment of state unemployment com- 
pensation plans were levied against 
employers beginning January 1, 1936. 
Wage taxes to support Federal old- 
age benefits were levied against both 
employers and employees beginning 
January 1, 1937. 

It is perhaps fortunate that during 
these early years no essential amend- 
ments to the Act have been seriously 
considered. The spirit of cooperation 
that has characterized all dealings of 
state and Federal administrators has 
been shared by representatives of in- 
dustry. Otherwise it would have been 
far more difficult to put into operation 
so novel and widespread a scheme for 
social betterment. 

But this does not mean that those 
most nearly concerned were blind to 
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the Act’s defects and shortcomings, 
and it seems now that the Act is in 
for close scrutiny from many angles, 
an examination that may lead to 
rather thorough overhauling. 


Advisory Council 

It was not by accident that the 
Advisory Council on Social Security 
was appointed in May, 1937, as can 
well be imagined if one reads the list 
of topics which it was _ specifically 
asked to investigate. The membership 
of this group—with six representa- 
tives each for capital and labor, and 
thirteen for the general public—is 
certainly such as to inspire confidence 
in the seriousness of purpose that 
prompted its creation; and anyone 
who has read its report must agree 
that its recommendations should not 
be dismissed lightly. Yet, in its special 
report to the President making recom- 
mendations for amendment of the 
Social Security Act, the Social Se- 
curity Board made no mention of the 
work or suggestions of the Advisory 
Council. Nor did the President in his 
message submitting this report to 
Congress. It is to be hoped that this 
omission was of no significance. 

The paragraphs that follow review 


and discuss the recommendations of 
the Social Security Board and of the 
Advisory Council. Because the Ad 
visory Council limited its attention to 
questions centering about the Federal 
old-age benefits, recommendations of 
the Board regarding the remainder of 
the Act will be considered first. 
Under the Social Security Act the 
Federal Government makes grants 
states to recompense them in part for 
their payments to three classes of 
needy persons—the aged, the blind, 
and dependent children. For needy 
aged and blind the Government wil 
pay half of the benefits furnished by 
the state up to a total benefit of $30 
a month for an individual and wil 
add 5 per cent of the contribution for 
administrative expenses, or for add: 
tional benefits. The Board suggest 
that the Act be amended to provide 
that the Government pay half of the 
expenses of administration. The rf 
port of the Board supports its recom 
mendation by the mere statement that 
the 5 per cent now provided “does no 
represent an adequate Federal col 
tribution for proper administration” 
Just what is an adequate Federal cot 
tribution must remain a matter 
opinion but presumably 50 per cent of 
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the cost is the opinion of the Board. 
There is perhaps good reason for pay- 
ing the same proportion of overhead 
costs as of benefits. However, the 
Board should have something to say 
about what shall be reasonable in the 
way of costs. 

With reference to aid for dependent 
children, the Act at present provides 
that the Federal Government shall re- 
imburse the states for one-third of 
benefits up to $18 a month for the 
first child and $12 a month for each 
additional child in the family. The 
Board would so amend the Act that 
the Government should pay half of the 
benefits up to $30 a month, as in the 
case of the aged and the blind, and 
half of the administrative expenses, 
as proposed with reference to the 
other grants-in-aid. It would also 
raise the age to which benefits shall 
be paid from 16 to 18 years in case 
the child is in school. These changes 
are suggested because of the observa- 
tion that the states have beeh re- 
luctant to provide benefits for de- 
pendent children, and the belief that 
this is due to the higher proportion of 
costs that the state must pay for them 
as compared with the blind and the 
aged. Perhaps this is a good recom- 
mendation, but there may be real 
question of the need of as much as 
$30 a month for a normal child, if 
this is adequate for aged and blind 
persons; and there would also seem to 
be defense for the point of view that 
two children probably do not involve 
twice the cost of one. Of course, if 
we may assume efficient administra- 
tion, raising the limits need not be 
viewed with alarm. 

Perhaps the most far-reaching sug- 
gestion of the Board with reference 
to Federal grants-in-aid is that the 
proportion paid by the Federal Gov- 
ernment be made to vary with the 
economic capacity of different states. 
That this may be defensible and that 
it would be a satisfactory arrange- 
ment are quite different admissions. 
Furthermore, the observation that 
some states offer a much smaller num- 
ber of dollars than do others in pay- 
ments to needy persons does not in 
itself establish the virtue of the sug- 
gestion. A dollar goes much further 
in some places than it does in others 
and, besides, some states may be more 
determined than others to avoid con- 
firming a larger proportion of their 
people in the belief that the state 
owes them a living. 


National Health Program 


The report expresses the Board’s 
opinion that the National Health Pro- 
gram presented by the “Interdepart- 
mental Committee to Coordinate 
Health and Welfare Activities” should 








Of Double Interest 
HATEVER field of insurance engages the business attention of our 


readers, Social Security has for them as citizens a very vital inter- 


est. Further, the governmental plan to bring about that security involves 


certain principles of insurance common to all fields. Various proposals 


have been made for the revision of that plan, and their progress deserves 


to be closely watched. Consequently, because of its double interest, 


civic and insurancewise, The Spectator is presenting in its Life Insurance 


Edition Mr. Robbins’ clear and careful discussion of “Revamping 


Social Security.” 








help to round out the Social Security 
benefits and should reduce future cost 
of public assistance under the Act. 
Mention is made particularly of in- 
surance against loss of wages due to 
temporary disability not arising out 
of employment. The Board suggests 
that permanent total disability be 
handled under the Federal old-age 
benefit provisions. To enter this dis- 
cussion would require a review of the 
National Health Program, for which 
there is no space here; but one sug- 
gestion may justify attention. The 
Board suggests that temporary dis- 
ability be administered in much the 
same manner as unemployment com- 
pensation, with an employer tax 
against which might be offset contri- 
butions required for this purpose by 
a state. Then it makes the rather re- 
markable suggestion that, if it is not 
desirable to add another tax, the offset 
might be made to apply against the 


Rainard B. Robbins 


Vice-president, Teachers Insurance 
and Annuity Association 


employer tax for Federal old-age 
benefits. This not only decreases by 
just so much the provisions for old- 
age benefits but confuses support for 
a grants-in-aid benefit, in the provi- 
sion and operation of which the sep- 
arate states have much leeway, with 
a national benefit with regard to 
which the states at present have noth- 
ing whatever to say. While there is 
much to be gained by anything that 
can be done to simplfy the processes 
of wage tax assessment, it is impor- 
tant for clear thinking that we have 
pretty definite information as to the 
costs of different benefits and provi- 
sions that are being made to meet 
them, both as to amount and source. 


Unemployment Compensation 


In its original enactment Title IX 
of the Social Security Act crossed two 
important bridges as to the nature of 
whatever unemployment compensation 
insurance might become established. 
It was to be administered by states 
rather than nationally, and funds to 
support benefits were to be paid di- 
rectly rather than being siphoned 
through the Federal treasury to the 
states when and as they had need of 
them. This is not quite true, inasmuch 
as the states are required to deposit 
reserves in a national trust fund and 
thus invest in securities of the United 
States, but a state is free to draw on 
this trust fund, to the extent of its 
credit, for payment of benefits. The 
possible disturbances inherent in this 
arrangement are for the future to 
disclose. The Board suggests no 
change in this general scheme of 
things. 

A group of amendments is recom- 
mended by the Board to bring about 
as much uniformity as possible in the 
calculation of the taxes levied in titles 
VIII and IX, presumably related to 
Federal old-age benefits and unem- 
ployment compensation respectively. 
One of these is to base the tax for 
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title IX on only the first $3,000 of 
wages, as is now done under title 
VIII. At present the tax of title IX 
applies to the whole of the wage. An- 
other is to have the tax of title IX 
apply to an employer with only one 
employee, as is now the case with re- 
spect to the taxes of title VIII. At 
present title IX applies only to em- 
ployers of eight or more employees 
who work for at least twenty weeks 
in a year. And in recommending ex- 
tension of the Social Security Act to 
additional employments, the Board 
sets as its objective uniformity with 
respect to these two kinds of taxes, 
in so far as this is feasible. All of 
these recommendations seem com- 
mendable; they will simplify substan- 
tially the accounting details faced by 
employers. 


Extension of Coverage 


At present the following classes of 
employment are excepted from the 
tax of title IX: agricultural and do- 
mestic service, public service, and all 
kinds of employment for non-profit 
organizations. Employment for inter- 
state railways is to be excepted after 
July 1, 1939, through provisions of 
the Railroad Unemployment Compen- 
sation Act. The Board would modify 
the agricultural exception to make it 
apply only to farm hands working for 
small farmers and would eliminate 
the non-profit exception. Administra- 
tive difficulties stand in the way of 
removing the agricultural exception 
completely and of interfering with 
the domestic service exception at this 
time, although the Board is convinced 
that ultimately both classes should be 
included. This is in keeping with the 
view expressed in the President’s mes- 
sage as follows: 


“As regards both the Federal old- 
age-insurance system and Federal- 
State unemployment compensation 
system, equity and sound social policy 
require that the benefits be extended 
to all of our people as rapidly as ad- 
ministrative experience and _ public 
understanding permit.” 

Extension to employment for non- 
profit organizations is definitely 
recommended with the statement that 
the Board “anticipates no serious ad- 
ministrative difficulties in such inclu- 
sion.” 

Constitutional difficulties get in the 
way of extension to state and mu- 
nicipal employees, but when it comes 
to Federal employees the Board weak- 
ens. It “does not believe there would 
be any great advantage in including 
Federal employees under the unem- 
ployment compensation provisions.” It 
reasons that civil service employees 
are already protected against the haz- 
ard of unemployment and that some 
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form of dismissal wage would be more 
practical for the non-civil service 
Federal employees than inclusion under 


_a “special Nationwide unemployment 


compensation system.” 

The easy way to avoid entangle- 
ments in theories and explanations is 
not to state them. Many classes of 
individuals are working for private 
employers and for non-profit institu- 
tions under conditions that practically 
forestall unemployment; yet no ex- 
ception is suggested by the Board and 
none would probably be practicable. 
To exempt Federal employees savors 
of the attempted Clark amendment 
proposed by industry. This is not the 
place to discuss this point at length, 
but in its consideration it should be 
apparent that many phases of the un- 
employment problem present them- 
selves—such, for instance, as: which 
employer is really responsible for the 
unemployment of an individual; just 
where is it best to place the burden 
of unemployment benefits; the likeli- 
hood of unemployment in various di- 
visions of Federal employment; and 
the hardship of the unemployed indi- 
vidual regardless of the possible 
smallness of the risk that such unem- 
ployment shall occur. 


Efficiency of Administration 


The Board rightly urges that Fed- 
eral cooperation be conditioned, by 
law, upon some merit system designed 
to establish and maintain desirable 
personnel standards on the part of 
the states. This is doubtless impor- 
tant and should be recommended as 
strongly as possible despite the ten- 
dency of legislators, three or four 
years ago, to fear that it meant en- 
croachment of Federal officials on 
state rights. 

But it may be well to recognize that 
efficiency in administration cannot be 
legislated into existence. This is a 
point at which eternal vigilance is 
the price of something essential for 
the success of a nationwide program. 
And the way to exercise that vigi- 
lance is not easy. It is a common 
belief that many phases of our hur- 
riedly constructed relief plans and 
payment of needs-test benefits are 
honeycombed with inefficiency and 
worse. This will not correct itself nor 
will any number of laws with penal- 
ties be the cure. Care in choice of 
workers is important; care in training 
of workers is essential; and our 
schemes have been constructed so rap- 
idly that qualified trainers are all too 
few in number. In addition to this we 
shall probably come to a method used 
by national industry—traveling au- 
ditors and inspectors to see that in- 
structions are understood and fol- 





lowed. Much of the administrative 
work of any social benefit scheme 
must be performed in small local 
units; and this immediately introduces 
the danger that the importance of a 
local office may be judged by the num. 
ber and amount of benefits paid 
through it. Hence those employed in 
a local office are apt to think that 
their best interest lies in keeping up 
rather than in keeping down the vyol- 
ume of benefits payable. The combi- 
nation of sympathetic understanding 
with the firmness and insight into 
human nature that are necessary to 
avoid imposition by malingerers prob- 
ably comes only with experience in 
this kind of work. 

Close cooperation between state and 
Federal officials, and most carefully 
laid plans, intelligently executed, 
with constant use of trial and error 
methods, will be necessary to estab- 
lish and maintain efficient administra- 
tion; and there is plenty of evidence 
that this is essential if costs of vari- 
ous social benefits, whether on a need 
or insurance basis, are to be kept com- 
mensurate with the social returns to 
the community. 


Federal Old-Age Benefits 


We come now to the recommenda- 
tions with reference to the old-age 
benefits, provided under a _ national 
plan in which the states have no part, 
and available to qualified persons 
without regard to need. Title II of 
the Act provides life annuities to per- 
sons who are unemployed after having 
attained age 65 and who have worked 
for some part of each of five calendar 
years in “covered” employment for 
total wages of at least $2,000. The 
monthly benefit is % per cent of the 
first $3,000 of total wages plus 1/12 
per cent of the next $42,000, and 1/24 
per cent of the excess over $45,000. 
The benefit is under no circumstances 
to be more than $85 a month and no 
more than $3,000 wages from a single 
employer in a single year is counted. 
“Covered” employment is any employ- 
ment not specifically excepted under 
the Act. Title VIII of the Act levies 
equal taxes against employer and em- 
ployee; it excepts salary classes and 
defines wages in the same way as does 
title IT. 

This section of the Board’s report 
begins with the statement that the 
“Federal old - age system . . . has 
proved to be sound from both the ad- 
ministrative and financial standpoint.” 
When we bear in mind that this state 
ment is made about a system that has 
operated for only two years and will 
not, unless amended, begin paying the 
principal type of benefit for which it 
was created for another three yeal 
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we might consider it a bit early for 
anything to have been “proved” about 
it. Perhaps such a system should not 
be open to criticism for not having 
“proved” its soundness after a much 
longer period than has yet elapsed 
since its inauguration. The Board 
proceeds to state that the old-age se- 
curity system embodies an insurance 
program related to the individual’s 
past earnings and an assistance pro- 
gram related to his present need, and 
adds the Board’s conviction that a 
system attempting “to operate on any 
other principles would be bound to 
lead to disaster both for the benefi- 
ciaries and for the general taxpayer.” 
Thus the Board after two years of 
merely preparatory experience con- 
demns to oblivion the British system 
of benefits available as rights but un- 
related to the amount of past earnings 
—a system that has been operating 
with some satisfaction for more than 
a dozen years. 


Increased Benefits and Earlier 
Payment 


The Social Security Board and the 
Advisory Council on Social Security 
agree that the Act should be amended 
to provide for the beginning of old- 
age annuity payments in January, 
1940, instead of waiting until 1942. 
They also agree that early payments 
should be substantially larger than at 
present provided. The Council would 
have these benefits sufficient as soon 
as possible “to afford the aged recipi- 
ent at least a minimum subsistence 
income,” and is “convinced that the 
structure of the benefit schedule can 
be adjusted to meet more effectively 
the needs of insured persons retiring 
in the early years of the system.” 
Both the Board and the Council warn 
against setting up a schedule of 
benefits that might be unduly burden- 
some in future years and then make 
recommendations that would perhaps 
increase the cost very substantially 
over what the Act now contemplates. 
However, neither body believes that 
its recommendations will add to the 
eventual outlay for benefits. Absence 
of magnitudes in many recommenda- 
tions makes verification of these state- 
ments impossible. 


Benefits to Widows and Survivors 


Both the Board and the Council 
recommend that a retired married 
couple should receive a larger annuity 
than that paid to a bachelor. Both 


favor orphans’ benefits and benefits 
to widows with dependent children. 
The Council suggests a deferred old- 
age benefit for a young widow without 
dependent children while the Board 
recommends instalment payments for 


only a short time to such a widow. 
Both the Board and the Council recog- 
nize the social value of a benefit in 
case of permanent total disability. 
The Board refrains from making a 
definite recommendation regarding 
such a benefit because of its recogni- 
tion of administrative difficulties but 
adds its opinion that the cost could 
be kept reasonable if a strict defini- 
tion of disability could be adopted 
and maintained. The Council mem- 
bership was divided as to the desir- 
ability of immediate introduction of 
such a benefit. Insurance company 
experience counsels caution in esti- 
mates of costs of such benefits. 

The importance of benefits for or- 
phans and widows with dependent 
children has been widely recognized 
in other countries. The Advisory 
Council supports this recommendation 
emphatically as follows: 


“The Council believes that a pro- 
gram of survivors’ insurance, intended 
primarily for the protection of the de- 
pendent orphans of deceased wage 
earners, is of as much importance to 
the community as an old-age insur- 
ance program. While public assist- 
ance is now being provided to a large 
number of dependent children in this 
country on a_needs-test basis, the 
arguments for substituting benefits as 
a matter of right in the case of 
children are even more convincing 
than in the case of aged persons. A 
democratic society has an immeasur- 
able stake in avoiding the growth of 
a habit of dependency among its 
youth.” 

The Board does well in pointing out 
that such survivors’ benefits are of 
far greater social value than the re- 
turn of 3% per cent of total wages 
now provided by the Act. Its words 
are as follows: 

“The law now provides for single 
lump-sum cash death payments equal 
to 3% per cent of the worker’s total 
recorded wages provided he has not 
during his lifetime drawn benefits 
equal to this amount. Under a social 
insurance system the primary purpose 
sheuld be to pay benefits in accord- 
ance with the presumptive needs of 
the beneficiaries, rather than to make 
payments to the estate of a deceased 
employee regardless of whether or 
not he leaves dependents. The pay- 
ment of monthly benefits to widows 
and orphans, who are the two chief 
classes of dependent survivors, would 
furnish much more significant protec- 
tion than does the payment of lump- 
sum benefits.” 

The Advisory Council is specific in 
recommending that the death benefit 
as such be “strictly limited” perhaps 
to three months average wages but 
not in excess of $200. The above quo- 
tation from the Board’s report in- 
dicates that it might be sympathetic 
to this idea although it does not make 
a definite recommendation to decrease 
the death benefit. 

To get an idea of the financial im- 


portance of the present death benefit 
we turn to the valuation balance 
sheet in the report of the Secretary 
of the Treasury for the year ending 
June 30, 1937, where it is estimated 
as 1/7 of the liability for persons 
now covered by the plan and 1/5 of 
the anticipated liability for future 
entrants. The absence of widows’ and 
orphans’ benefits and the presence of 
a death benefit related to total com- 
pensation shows at once the inadequa- 
ey of our original analysis of social 
needs and the difficulty of freeing 
ourselves from the concepts of con- 
tractual equities. It is high time that 
correction were being made and it 
seems unfortunate that widows’ and 
orphans’ benefits cannot be made ef- 
fective at once. 


Coverage 

The Federal old-age benefit provi- 
sions of the Act except from cover- 
age agricultural and casual labor, 
domestic, marine and public service, 
and service for non-profit organiza- 
tions. Employment for _ interstate 
railways is excepted through the Rail- 
road Retirement Act. The Social Se- 
curity Board expresses the general 
opinion that “it is sound social policy 
to extend old-age insurance to as 
many of the nation’s workers as pos- 
sible.” 

Both the Board and the Council 
recommend removal of the exception 
with regard to non-profit organiza- 
tions; the Council would do this “im- 
mediately” and states its belief that 
there is no justification in social poli- 
cy for the exclusion of such organ- 
izations. The Council classes together 
farm and domestic employees and 
states that coverage should take effect 
for them, if administratively possible, 
by January 1, 1940. The Board would 
eliminate the exceptions for domestic 
service and agricultural labor “with 
a reasonable time allowed before the 
effective date” and recommends that 
the language of the agricultural ex- 
ception be modified now so as to apply 
only to farm hands employed by smal] 
farmers. 

As to public employees, the Board 
definitely recommends the inclusion of 
“service performed in the employ of 
the United States or its instrumental- 
ities.” It recognizes, however, that 
it would be necessary to modify re- 
tirement systems already operating 
for certain classes of Federal Gov- 
ernment employees or to retain the 
exception of employees of these 
classes. The Board anticipates no ad- 
ministrative difficulties here but it is 
easy to imagine that there may be 
substantial political hurdles to inter- 
ference with these other Federal re- 
tirement systems. Nevertheless, the 
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recommendation is sound. ‘I'here 1s 
no good reason for excluding em- 
ployees from this nation-wide plan 
just because many of them are al- 
ready participants in a contributory 
plan. If this argument were valid 
for Government employees, it would 
be valid for employees of industry, 
and that issue has already been 
fought out through the proposed Clark 
amendment. If Federal employees al- 
ways remained such, a case might be 
made for their complete separation. 
But many Federal employees with- 
draw into private industry and many 
employees in private industry shift 
to Government employment. 








There is a good argument for con- 
gressional action to provide retire- 
ment benefits for Federal employees 
in addition to those that would be 
available under the Social Security 
Act. These latter benefits are recog- 
nized as minimal incomes and many 
employers will find it desirable to ar- 
range for additional payments. And 
when we speak of Federal employees 
we must remember that Congress has 
toward them the interests and re- 
sponsibilities of an employer in addi- 
tion to its consideration of these in- 
dividuals as members of society in 
general. The Advisory Council makes 
no recommendation as to Federal em- 








with his death. 








GOOD FATHERS 


The devotion of a good father doesn’t cease 


When a man leaves his wife and children with 
an income and independent, he is meeting his 
obligations fairly and squarely. 


Almost any man can acquire the life insurance 
necessary to assure his family independence no 
matter what happens to him. 


Tell your prospect how 
it can be done! 


Ge rudential — 
Susuranuce 


Home Office, NEWARK, N. J. 





Company of America 
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ployees Dut joins the Board in recom- 
mending extension to employees of 
Federal instrumentalities, such as na- 
tional banks and state banks that are 
members of the Federal Reserve 
System. 

As to state employees, the Board 
admits that “no method has yet been 
devised which would overcome con. 
stitutional difficulties and also protect 
the old-age insurance system against 
adverse selection.” It is still hoping 
that a way may be found. There 
seems to be general agreement that 
it is economically and socially desir. 
able that state employees be covered 
by the national plan. Certainly state 
employees are no more apt to “stay 
put” than are those of any other 
classes, and, besides, there is sure to 
be substantial lack of uniformity 
among state plans for retirement in- 
come—to say nothing of the prospect 
that, for many years to come, many 
state and municipal employees will 
have no old-age coverage of any kind. 

For lack of satisfactory methods of 
administration, it seems that the ex- 
ception of casual labor and self-em- 
ployment must be continued and it is 
suggested that nominal employment 
for non-profit institutions be similarly 
excepted. There may be very good 
reason for the exception of nominal 
employment regardless of the nature 
of the employer, but it is difficult to 
understand why it should be made 
with reference to non-profit organiza- 
tions in particular, just at the time 
when the general exception of em- 
ployment for non-profit organizations 
is being questioned as indefensible. 

Under the present Act, if one 
reaches age 65 without having served 
in “covered” employment for some 
part of each of five years, he receives 
a lump sum settlement and is through 
with the Federal old-age benefit plan. 
The monthly benefit for one who 
qualifies for an annuity at age 65 re 
mains the same regardless of how 
long he may delay application for an- 
nuity payments and regardless of the 
amount of wages that he may receive 
after attaining age 65. Both the So 
cial Security Board and the Advisory 
Council recommend that this be 
changed so that one who has not done 
so beforehand may complete qualifi- 
cation for an annuity after attaining 
age 65 and so that annuity payments 
may be increased by employment after 
that age. There is considerable dif- 
ference of opinion as to the ad 
visability of giving credit for service 
after reaching the stated retirement 
age. Without doubt, an arbitrary Tt 
tirement age is harsh in some Tr 
spects, but the degree to which em- 

(Continued on page 26) 
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Your Responsibility and 


O MAKE CERTAIN that the Life 
interests of the beneficiary are protected to 


extent. 


THE TRAVELERS 


The Travelers Insurance Company 
The Travelers Indemnity Company 
The Travelers Fire Insurance Company 
The Charter Oak Fire Insurance Company 
HARTFORD . CONNECTICUT 
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Insurance 
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CROSS COUNTRY 


With The Spectator 





SURVIEWS 





Windup in Washington 


“I understand that this phase of 
the investigation is now concluded and 
that it is not certain when the com- 
mittee will resume. It will determine 
that later and will then resume at the 
call of the chair.” With these words, 
Hatton W. Sumners of Texas, chair- 
man of the House Judiciary Commit- 
tee and vice-chairman of the Presi- 
dent’s Monopoly Committee, adjourned 
on Friday, February 17, hearings 
which, for two weeks, had been de- 
signed to elicit practices of mutual 
companies in electing their directors. 


Outstanding Testimony 


Outstanding leaders of the life in- 
surance business, including Thomas A. 
Buckner of the New York Life and 
Frederick H. Ecker of the Metropoli- 
tan Life, during that time, had been 
interrogated by Gerard Gesell, counsel 
for the committee. Both of these per- 
sonalities, during the better part of 
half a century, have devoted them- 
selves to the upbuilding of two of the 
largest instruments used by the Amer- 
ican people for protection against 
financial worry. These two gentlemen, 
who are now chairmen of their re- 
spective boards, and whose careers 
are parallel in that each rose from the 
ranks, one at the home office and the 
other in the field, through sheer abil- 
ity, to places at the top, confounded 
any attempt at impugnment of prac- 
tices or motives in the conduct of their 
vast enterprises, by the sincerity and 
the frankness with which they an- 
swered all queries. 

That deep concern was constantly 
directed against any misconstruction 
of questions or answers or misconcep- 
tions by the committee of the problems 
inherent in life insurance, rather than 
any personal consideration, was al- 
ways apparent. The knowledge which 
was theirs, that the people of America 
who had, because of almost a century 
of faithful performance, come to hold 
life insurance as their last line of 
financial defense, made them keenly 
anxious that nothing disturb the con- 
fidence of this great group of policy- 
holders. No finer tribute and no bet- 
ter illustration of the responsibility 
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which is felt by the executives of the 
large life insurance companies is to be 
had than the response of Mr. Buckner 
to one of Mr. Gesell’s questions when 
he said, “Mr. Counsellor, you could 
never see insurance as I do. I regard 
life insurance as the greatest benefac- 
tor of humanity, next to religion.” The 
impressiveness of this heartfelt decla- 
ration of principle was obviously not 
lost upon the various members of the 
committee. 


Career Man Speaks 


The second large company to draw 
the interest of the committee was the 
New York Life whose entrance oc- 
curred on Wednesday morning in the 
person of Chairman of the Board 
Thomas A. Buckner. Mr. Buckner 
never gave a better demonstration of 
his oneness with the high ideals which 
has animated the upbuilding of life 
insurance in this country and his fit- 
ness to become the guiding spirit of 
one of the largest units in that institu- 
tion. 

Mr. Buckner traced his connection 
with the New York Life Insurance 
Company which began fifty-nine years 
ago. Really, he might have said that 
his earliest childhood was impregnated 
with life insurance, as his father had 
been a valued member of the New 
York Life as manager in Milwaukee 
and other western cities. His career 
with the New York Life parallels the 
great growth of.life insurance, for 
since 1879, when he entered his 
father’s office, assets of his company 
have increased from forty millions of 
dollars to two billion, six hundred mil- 
lions of dollars, while insurance out- 
standing correspondingly increased 
from one hundred millions of dollars 
to seven billions of dollars. 


Directorate 


The growth of life insurance has 
been parallelled by a liberalization of 
its policies and a constant widening 
of the benefits allowed to policyhold- 
ers. He recounted the work of life 
insurance in the World War, the in- 
troduction of war risk insurance by 
the government and the consequent 
popularization thereof. The introduc- 


tion of disability insurance, cash sur- 
render values and many other fea- 
tures of the modern life insurance, 
were incidents of the long journey 
through the years which Mr. Buckner 
has made carrying the banner of pro- 
tection. 

In response to Mr. Gesell’s question- 
ing, Mr. Buckner brought out that 
twenty-four directors now on the New 
York Life board, had an attendance 
record of approximately 75 per cent, 
Their absences were almost entirely 
due to illness or prolonged vacations. 
Mr. Buckner demonstrated that in the 
personnel of his directorate it was the 
policy of the company to obtain men 
for its directorate whose record in 
business, statesmanship, finance, eco- 
nomics—in fact national leadership— 
would add to the prestige of the com- 
pany. This, in turn, would bring to 
the company a greater confidence and 
increase its opportunity for service 
and development. 

As a result of the national promi- 
nence of the directors, they were men 
of varied interest and it was but natu- 
ral that without intent on the part of 
the company, or specific requests on 
the part of the directors, the New 
York Life was bound to transact some 
business with companies having mv- 
tual directors. 

In such category might be termed 
the use of the Frank Presbrey Adver- 
tising Agency while Mr. Presbrey was 
a director of the board. A purchase 
of fuel oil from the Meenan Oil Com- 
pany of which Alfred E. Smith, one 
of the directors of the New York Life 
was also a director, and the use of 
Arthur Ballantine as an attorney, or 
the purchase of fire insurance from 
the America Fore Group, of whieh 
Ridley Watts, a director of the New 
York Life, was also a director. 


Sensible Service 


Other testimony was taken from 
Harry H. Bottome, general counsel of 
the New York Life, who said that he 
did not misconstrue Section 36 of the 
New York Insurance Law which com 
firms the financial transaction of it 
surance company directors to bar the 
type of activities with which the testi 
mony was concerned. 

“I wouldn’t think,” Mr. Bottome 
said, “that we should debar from 
using the services of another company 
where we believe it to our advantage 
to do so and where the cost is as low 
or lower than obtainable elsewhere 
solely because one of our directors has 
a connection with that institution. 

Charles D. Hilles, a director of the 
New York Life and as well a resident 
agent for the Employers Liability A* 
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stated 
that the purchase of liability insur- 
ance by the New York Life from his 
company antedated his connection with 
the life insurance company. 


surance Company of London, 


Bank Deposits 


David F. Houston, President of the 
Mutual Life Insurance Company of 
New York, was called on Wednesday. 
The trend of questions directed at Mr. 
Houston by Mr. Gesell was evidently 
intended to show that bank deposits 
of the companies were most likely to 
be found in banks whose officers or 
directors were also directors in the 
insurance companies. Mr. Houston, 
however, was able to prove that the 
great need of life insurance companies 
at the present time when there was 
such a lack of demand on the part of 
industry for capital that they were 
hard put to find sound banking facil- 
ities. As a result it was necessary to 
open new accounts in such banks as 
were believed to be worthy deposi- 
tories for funds. Mr. 
Houston pointed out that many of the 
banks in which there 
posits had them before any of their 
officers had become trustees of the 
Mutual Life and he also showed that 
large deposits were maintained in 
banks in which the life insurance 
company had no trustees. 

The most important development in 
Mr. Houston’s testimony was a gen- 
eral acknowledgment that since the 
depression strictures placed on busi- 
ness had narrowed the opportunity for 
suitable investments to such an alarm- 
ing extent that life insurance com- 
panies were forced to maintain large 
cash bank deposits. 


life insurance 


were large de- 


Union Request Denied 


Following the testimony of several 
agents of the Metropolitan Life who 
belonged to an organization affiliated 
with the C.I.0., that they had inter- 
changed signatures on proxies, repre- 
sentatives from the Employee Fidelity 
Organization an unaffiliated union of 
employees of the Metropolitan * Life, 
asked permission to be heard by the 
monopoly committee. Mr. Sumners, 
acting chairman in Mr. O’Mahoney’s 
absence through illness, denied their 
request in the following words: 

“I am directed by the committee to 
make the following statement regard- 
ing the matter which was presented 
after adjournment of these proceed- 
ings yesterday: 

“Since the beginning of this phase of 
the committee’s proceedings which 
deals with insurance companies, the 
Committee has received many requests 
from individuals both within and out- 











Plans For Life Advertisers Meeting 


Additions to the forthcoming Eastern Round Table program of the Life Advertisers 
Association meeting in New York on March 16-17, are announced by Seneca Gamble, 


chairman, 


to include other speakers of national prominence. 


Plans of the newly 


created Life Insurance Institute will be outlined either by Frazer Wilde, of that or- 
ganization, or by an alternate speaker he will appoint. Major Roger B. Hull, executive 
director of the National Association of Life Underwriters, will emphasize points which 
it is expedient to dwell upon in national life insurance advertising. 


“The New York Times will be represented by a staff member who will point out ways 
of making the best possible use of the news and editorial columns of the daily press, 
his suggestions coming under the heading, "Tips from the Times.” 


Mr. Gamble has requested John McCarroll, LAA president, to make known plans 


for the association, under the caption, 
B. C. Forbes, of Forbes’ 


"The President Speaks.” 
Magazine, and of Kenilworth H. Mathus, of the Acacia 


The acceptances from 


Mutual, have already been reported. Several additional speakers are being lined up 
by the round table chairman, with formal acceptances expected to be announced by 


Chairman Gamble in the near future. 








side of the insurance business desiring 
to be heard. The committee, being 
fully cognizant of the public character 
of these proceedings and being desir- 
ous of obtaining an accurate portrayal 
of the characteristics of the life in- 
surance business, is eager that the 
facts should receive a fair presenta- 
tion which may add to the store of 
information which it is seeking to ac- 
cumulate. However, it must be recog- 
nized that there must always be a 
point beyond which it is not necessary 
to go and also beyond which it is ut- 
terly impracticable to proceed. At its 
conclusion, the record of these pro- 
ceedings must, in the last analysis, be 
reasonable in proportions and intelli- 
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gent in content. Without that, our 
efforts would be futile, and almost 
assuredly fruitless. 

“This committee has heard evidence 
indicating that some insurance agents 
of the Metropolitan Life Insurance 
Company have made a practice of ex- 
ecuting false ballots. It has also heard 
counsel for the company state that the 
actions of those agents were entirely 
without the knowledge of the officials 
of the company, that those officials 
were satisfied that the great body of 
their agents have not engaged in the 
practice, and that those officials repu- 
diate those actions. 

“The particular issue has been given 
a distorted emphasis and significance. 
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The Securities and Exchange Com- 
mission has told the committee that 
the evidence as to some false ballots 
was presented merely as illuminating 
the character of the election machin- 
ery. We are advised by the Securities 
and Exchange Commission that the 
evidence as to false balloting was not 
introduced to show that the practice 
was widespread, but simply and sole- 
ly for the purpose of showing some 
aspects of the procedure of elections. 
The committee quickly recognized that 
none of the ballots signed by the 
agents affected the outcome of the 
elections. 

“It was for the foregoing reasons 


that the committee ruled, on February 
10, 1939, that it did not care to hear 
additional testimony as to ballots in 
connection with elections of the Metro- 
politan Life Insurance Company. 
“The committee, however, takes 
cognizance of the fact that, present in 
this hearing room yesterday, was a 
delegation of 100 insurance agents of 
that company, and that a representa- 
tive of that group asked to be heard 
on behalf of 1800 agents in 89 districts 
of the company in New York City. 
“The committee has asked me to 
state that it assumes these agents are 
prepared to testify under oath that 
they have not engaged in any of the 








Thirty-Ninth Annual 
FINANCIAL STATEMENT 
December 31, 1938 





Bonds 


Gross Premiums Paid in Advance 


ASSETS 


Real Estate Loans, First Mortgages 
Cash in Banks and Offices ........ 
Real Estate Owned, of Which $1,143,785.57 is Used for 

Company Purposes ............ 
i cb cas tb eesanee ns 
Net Unpaid and Deferred Premiums, Etc............. 
Se Ri ack eee e bee 4.6 
Interest Due and Accrued ........ 


a rrr 
LIABILITIES 


Legal Reserve, Life and Annuity Contracts .......... $ 48,964,235.53 
Reserve, Disability Policies, of Which $1,726,788.83 is 

SE erviccnccerece recedes 
Reserve for Epidemics .......... 
Reserve for Employees’ Retirement 
Investment Fluctuation Fund ... 


Taxes Accrued but Not Due ..... 
Commissions to Agents, Due and Accrued ....... 
Agents’ Bond Deposits ........... 
Policy Claims in Process of Adjustment and Payment 
IE: ac hentreces ceeds sce 


Liabilities Other Than Capital and Surp. .... 
Capital and Surplus ............. 


TOTAL LIABILITIES ........... 


$ 32,065,864.85 
17,370,559.21 
3,368,879.50 


3,902,725.89 
27,625.00 
1,999,784.63 
3,628,567.86 
710,513.60 


$ 63,074,520.54 


1,883,243.50 
1,000,000.00 
400,000.00 
600,000.00 
360,504.24 
667,352.93 
220,882.30 
453,004.00 
285,347.74 
179,337.25 


55,013,907.49 
8,060,613.05 


$ 63,074,520.54 





Total Life Ins. in Force, Dec. 31 


Gain in Life Ins. in Force, 1938...............2.000: $ 45,827,009.00 


645,637,655.00 





C. A. CRAIG, Chairman of the Board 





The NATIONAL LIFE AND ACCIDENT 
INSURANCE COMPANY, Inc. 


of Nashville, Tennessee 


C. R. CLEMENTS, President 
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practices mentioned in the testimony 
regarding false ballots, and that they 
have no knowledge of the existence of 
any such practices. 

“The committee is of the opinion, 
however, that for the reasons hereto- 
fore stated, further evidence of this 
character would constitute an unneces. 
sary burden upon the record of these 
proceedings, and will therefore not be 
received.” 


From Allied Fields 


Among those called by the monop- 
oly committee from fields other than 
life was Wilfred Kurth, chairman of 
the board of the Home Insurance Com- 
pany. Mr. Kurth gave a very inti- 
mate picture of the part which the 
directors of his company played in the 
management of the Home and in the 
procurance of insurance business. 
Mr. Kurth said that the majority of 
the Home directors are residents of 
New York and that all own at least 
two hundred shares of the stock of the 
company. 

It was an unwritten rule that the 
directors chosen would be valuable to 
the company in securing business for 
the company in order that these direc- 
tors have an active interest. The cus- 
tomary fee method of remuneration 
was discontinued and each director 
paid a salary of $4,000. Mr. Kurth 
cited instances of where his directors 
had been of advantage to its service 
department in securing accounts for 
the company. 

Another non-life insurance man who 
was heard was Hendon Chubb, of the 
well-known firm of Chubb and Son. 
Mr. Chubb is president of the Fed- 
eral Insurance Company and as well 
of the United States Guarantee Com- 
pany. He is also a director of the 
Prudential Insurance Company of 
Amer.ca. 

Mr. Chubb was told that one of the 
companies in which he was interested 
along with three other companies in 
which he was not interested, received 
a considerable share of the Pruden- 
tial’s: fire insurance business. Mr. 
Chubb answered that he had been most 
meticulous about furthering, through 
the officers or directorate of the Pru- 
dential, any business ambitions of the 
insurance companies with which he 
was connected. 

Mr. Chubb indicated that he had 
been a director of the Prudential for 
some fifteen years and that he had 
always felt a responsibility in common 
with other directors to the policyhold- 
ers of the Prudential. He knew of n0 
case where the interest of the Prudem 
tial and the duty to his own company 
had clashed. 
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Cleary Explains V oting 

Some indication of what the S.E.C. 
believes to be the ideal arrangement 
by which policyholders may have a 
more active voice in the selection of 
directors and other details of manage- 
ment may be gathered from the testi- 
mony of Michael J. Cleary, president 
of the Northwestern Mutual Life In- 
surance Company of Milwaukee, and 
the final witness before the commit- 
tee. 

Mr. Cleary advised the committee 
that his company had 36 trustees, nine 
of whom were elected every year for 
a term of four years. Policyholders 
have a vote apiece. They may ballot 
in person or by mail but not by proxy. 
Agents are not used in any way in ob- 
taining ballots from _ policyholders. 
Despite notices in Wisconsin papers 
and due notice to policyholders on 
their premium receipts, less than one 
per cent of the policyholders record 
their choice. 

Directors, said Mr. Cleary, must be 
policyholders with residence in Wis- 
consin in the majority. To nominate 
an independent ticket, 100 policyhold- 
ers are necessary and when such is 
placed in the field certificate of nomi- 
nation must be filed with the insur- 
ance department and the secretary of 
the company. 

Mr. Cleary explained that the Wis- 
consin law requires that three con- 
secutive absences from a meeting of 
the board automatically removes such 
an absentee from membership of the 
board to which he cannot again be 
elected for two years. He averred 
that as a result of absences in the past 
men have been eliminated from the 
board. 


Seek Balance 

In the selection of directors from 
outside the state, at no time are two 
men chosen from one state. Some 
effort is made to balance the location 
of the director however with the 
amount of insurance written in a ter- 
ritory. In order to indicate the meth- 
od by which a non-Wisconsin director 
is selected, Mr. Cleary recounted the 
procedure which occurred when a di- 
rector was selected for Massachusetts. 
He said that a list of 2000 policyhold- 
ers was submitted from several agents 
in Massachusetts and as well to the 
company’s trustee in Connecticut who 
was familiar with the entire New 
England field. An officer of the com- 
pany was also detailed to check up 
with the agents as to who might be 
best qualified to act for the company, 
and as well to check with the policy- 
holders, 

Mr. Cleary discussed the selection 
and the elimination of certain candi- 





dates for trusteeship wherein there 
seemed to be a conflict of interest be- 
tween the Northwestern Mutual and 
some other connection of the proposed 
trustee. In all cases where a conflict 
of interest was in evidence, other can- 
didates were sought. 


Policyholders Committee 


Mr. Cleary testified that his com- 
pany purchased practically all of its 
insurance through local agents in the 
localities in which real estate is owned. 
The witness also discussed the policy- 
holders committee which annually is 
chosen to examine the affairs of this 
company. This policyholders commit- 
tee is selected with geographical con- 
siderations, policy size and availability 
to independently audit and examine 
the practices of the company. This 
committee has the right to select any 


SECURITY MUTUAL 
TREASURER 








Cornelius C. Van Patten 


Recently elected treasurer of the 
Security Mutual Life Insurance Co., 
Mr. Van Patten joined the Security 
Mutual two years ago, leaving the 
position of auditor of the Endicott 
Trust Co., Endicott, N. Y. In an- 
nouncing this promotion, President 
F. D. Russell predicted a continuance 
of low interest rates as a result of 
the great increase in excess reserves 
caused by the huge inflow of gold to 
this country, but pointed out that in 
spite of this difficult investment situa- 
tion, the present book value of the 
company’s defaulted bonds is only 
1.9 per cent of the total bond account 
and .7 per cent of the total invested 
assets. 


audit company of standing which it 
desires. This is required to meet at 
the home office of the company during 
the months of November and Decem- 
ber. The committee has also the right 
to interrogate any of the senior or 
junior officers of the company, to ques- 
tion policies of management and to 
submit to the trustees suggestions and 
criticism on company practices. Asked 
by Mr. Gesell if this procedure was 
an effective check on the company 
management, Mr. Cleary said: 

“T have said a good many times, 
that we are not permitted to decide 
that we own the company. We are 
kept conscious of the fact that we are 
hired men up there and that the poli- 
cyholders are the boss. These fellows 
put us through real examinations with 
reference to what we are doing, how 
we are doing it, what results we are 
getting, why we aren’t doing some- 
thing different.” 


Finis 

To conclude the meeting, Vice- 
Chairman Hatton W. Sumners said: 

“I haven’t myself as an individual 
member of this committee come to any 
conclusion as to how a really effective, 
workable machinery could be put into 
operation which would actually give 
the distributed body of policyholders 
the power to control the management 
of a mutual concern, and I am not 
certain that if they had the power 
they would wisely exercise it. Those 
are the things that present themselves 
to my mind. 

“Now one concern can do it one way 
and another do it another way. You 
have this advisory group that comes 
from these sources (editor’s note— 
addressing M. J. Cleary, president, 
Northwestern Mutual Life), and some- 
body else doesn’t have them, but the 
great big difficulty stands in my mind, 
even at the conclusion of this very 
illuminating, helpful presentation 
which this young gentleman has put 
on—(Gerhard Gesell, chief examiner 
of witnesses)—and which has been 
contributed to by the people who have 
come here. I feel that we are all in- 
debted to the gentlemen of the in- 
surance companies and others who 
have come to this hearing. I think 
there has been a good presentation.” 





Life Sales Increase 


New life insurance started the year 
with a substantial increase, according 
to a report sent by The Association 
of Life Insurance Presidents to the 
United States Department of Com- 
merce. The amount for January was 
23.9 per cent more than for the first 
month of 1938. 
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O amount of effort is too great to 
N be used in order that the as- 

sured may completely under- 
stand his obligations as well as his 
rights under a policy of life insurance 
issued to him. Complete understand- 
ing by the assured may frequently de- 
ter the assured from doing some act 
whereby he will jeopardize the ex- 
istence of the policy during his life- 
time or destroy the advantages of the 
policy for those whom he intended to 
benefit. 

Harsh results not infrequently en- 
sue as a result of the lack of under- 
standing, and the disappointment of 
the beneficiaries engenders bitterness 
which might have been avoided. This 
is illustrated in the case of Holland 
v. John Hancock Mutual Life Insur- 
ance Company, 279 N. Y. 218. 


Determining Values 


The company, on June 26, 1916, had 
issued a policy on the life of Philip 
Holland in the sum of $2,000. The 
annual premium was $55.10, payable 
in quarterly instalments. After twenty 
years, the policy was to become fully 
paid up. For over eighteen years the 
premiums were paid by the assured 
who failed to pay the instalment of 
premium due on September 26, 1934. 
By its terms, the policy remained in 
force during a grace period of thirty- 
one day. Five days after the expira- 
tion of the grace period the assured 
died. The widow of the assured, who 
was the beneficiary of the policy, filed 
proofs of death. 


Loan on Policy 


Upon the security of his policy the 
assured, prior to his death, had ob- 
tained a loan from the company and 
the indebtedness with interest at the 
time of the assured’s death amounted 
to $681.87. If the assured was not in- 
debted to the company at the time of 
his death, the cash surrender value 
of the policy, namely, the “full re- 
serve” undiminished by any deduction, 
would have been sufficient to purchase 
paid-up insurance in the sum of 
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V erdict: 


Explain Thoroughly Terms of Contract 


$1,796. If, however, the surrender 
value which is to be applied as a sin- 
gle premium to the purchase of paid- 
up insurance is, as the policy provided, 
only the amount of the “full reserve 
on the policy,” etc., less the indebted- 
ness, then the amount of paid-up in- 
surance it would purchase is only 
$203.97. 

To which amount was the benefici- 
ary entitled? The lower Court had 
awarded judgment in the sum of 
$1,796. One of the provisions of the 
policy was: 


“If the insured shall die during 
the continuance of this policy the 
Company will pay the sum insured, 
less any indebtedness to the Com- 
pany hereon or secured hereby 
and less any unpaid balance of pre- 
mium for the uncompleted policy 
year.” 

Even though there had been a fail- 
ure prior to the death of the assured 
to pay the premium required to keep 
the policy in force, yet the regular 
payment by the assured of the pre- 
mium for a long term of years had 
enabled the policy to acquire a “sur- 
render value.” Pursuant to the policy, 
the holder could not be deprived of 
that surrender value or the insurance 
which might be purchased with that 
surrender value or the insurance 
which might be purchased with that 
surrender value. 

The provisions of the policy ap- 
plicable to defaults in premiums were 
as follows: 


“After three full annual pre- 
miums shall have been paid here- 
on, then in case of default in the 
payment of any subsequent pre- 
mium or instalment, continued 
after the days of grace, the holder 
is granted three options as follows: 

“Option A—Without action on 
the part of the holder, the policy 
will be continued for its value in 
participating paid-up life insurance 
(without disability benefits) which 
will have a yearly increasing sur- 
render value; or 

“Option B—If the holder so 
elect, the policy will be terminated 
and the surrender value paid in 
cash; or 


“Option C—Upon written request 
by the holder filed at the Home 
Office of the Company within 
ninety days from the due date of 
the premium in default, the policy 
will be continued at its face amount 
including any outstanding additions 
and less any indebtedness to the 
Company hereon or secured hereby, 
for its value in participating ex. 
tended term insurance (without 
loan privilege or disability bene fits) 
dating from said due date. Such in. 
surance will have a decreasing sur. 
render value expiring with the ex. 
tension term.” 

It was unquestioned that the as- 
sured had not terminated the policy 
under option B or filed a written re- 
quest for the continuance of the policy 
under option C. This made operative 
the provisions of option A, and, hence, 
the Court was called upon to deter- 
mine how “value” was to be fixed. The 
Court did this in the following lan- 
guage: 


“*Value’ is a term of vague or 
shifting meaning. In this case the 
contract itself furnishes the defini- 
tion of value which both parties 
accepted and which must be applied 
by the Courts: 

“*Said surrender value at date 
of default in payment of premium 
will be the full reserve on the policy 
and any outstanding additions, less 
a sum having a maximum at the 
end of the third year not in excess 
of six-tenths of one per centum of 
the face amount of the policy, and 
thereafter decreasing, and less any 
indebtedness to the Company here- 
on or secured hereby. 

“*The legal reserve under this 
policy is computed upon the Amer- 
ican Experience Table of Mortality, 
with interest at three and one-half 
per centum per annum. 

“*The paid-up and extended in- 
surances under Options A and C 
are such as will be purchased by 
the surrender value as herein de- 
fined, applied as a net single pre- 
mium at the attained age of the 
Insured upon the mortality and in- 
terest basis adopted for the reserve 
computation hereunder.’ 

“Actuarial computations often re- 
quire expert skill, and in a descrip- 
tion of the method to be applied 
and the factors to be considered in 
such actuarial computations, techni- 
cal terms are sometimes used which 
are difficult for those without actu- 
arial training or experience to 
understand. That may be true of 
the provisions of this policy. Never- 
theless, those provisions are not 
ambiguous and they must be en- 
forced in accordance with their let- 
ter, if after study they would carry 
the same meaning to an informed 
business man and to the expert 
technician. Under the terms of this 
policy, the ‘surrender value’ to be 
applied as a net single premium 
for the purchase of paid-up insur- 
ance, can be fixed only by a com- 
plicated calculation of the ‘full 
reserve on the policy and any out 
standing additions,’ ete. However 
difficult and complicated that cal 
culation may be, there is no differ- 
ence of opinion as to the method te 
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be used in calculating the ‘full re- 
serve’ or the correctness of the 
amount arrived at. ‘lhe difference 
of opinion concerns the meaning of 
the provision that the ‘surrender 
value’ shall be the ‘full reserve * * ' 
less any indebtedness to the Com- 
pany hereon or secured hereby.” 


The Court then took up the prob- 
lem as to what was to be the source 
of the moneys to be utilized by the 
company for the satisfaction of the 
assured’s indebtedness. It summar- 
ized its conclusion, which was adverse 
to the beneficiary, as follows: 


“Undoubtedly the defendant com- 
pany is entitled to repayment of 
the loan which it made upon the 
security of the policy, but it is said 
that the loan should be repaid out, 
of the proceeds of the paid-up in- 
surance policy purchased by the 
‘full reserve’ upon the policy rather 
than repaid out of the reserve or 
surrender value before the surren- 
der value is used to purchase the 
paid-up insurance. The method of 
repayment urged by the respondent 
might be the more equitable. On 
that point opinion may differ; but 
it is not the method provided in the 
policy or in the written loan agree- 
ment and it is not the method re- 
quired by law. The policy expressly 
provides that indebtedness due to 
the company shall be deducted 
from the ‘full reserve.” The loan 
agreement expressly provides that 
‘in case of default in the payment 
of any premium or _ instalment 
thereof, on said policy, the Com- 
pany may terminate said insurance, 
subject to any provisions of law or 
of the policy prescribing the condi- 
tions under which this right may be 
exercised, and may deduct the in- 
debtedness hereby secured from the 
amount which would otherwise be 
the surrender value of the policy, 
and apply the residue thereof, if 
any, to the purchase of paid-up or 
extended insurance, when such in- 
surance is provided for by the terms 
of the policy, or pay it in cash if 
those entitled to receive it so elect.’ 
We do not say that a provision of 
the loan agreement inconsistent 
with the provisions of the policy 
would be enforceable. That ques- 
tion is not before us. Here the pro- 
visions of the policy, though more 
complicated and more difficult for 
the uninstructed reader to under- 
stand, are entirely consistent with 
the provisions of the loan agree- 
ment; and the loan agreement is evi- 
dence that the assured understood 
and acquiesced in the construction 
placed upon the policy by the com- 
pany. Indeed, an insurance company 
which did not provide in each pol- 
ity an option by which the cash 
surrender value, less any indebted- 
ness to the company, should be ap- 
plied as a single premium for 
the purchase of paid-up insurance, 
would be violating the law. The In- 
surance Law of this State (Cons. 
Laws, ch. 28), section 88, so re- 
quires, and so does chapter 175. 
section 144, of the General Laws of 
Massachusetts, the State where the 
defendant company was incorpo- 
rated. The provisions for the dedue- 
Von of the indebtedness from the 


cash value of the policy before such 
cash value is used to purchase the 
paid-up insurance assures the pay- 
ment of the stipulated amount to 
the beneficiary of the policy regard- 
less of the length of life of the 
assured after default in the pay- 
ment of a premium. Such deduc- 
tion benefits the holder of a policy 
where the assured lives beyond the 
date when the indebtedness, aug- 
mented by continuing interest, 
would exceed or even approach the 
amount payable under the policy. 
We find nothing in the policy which 
might be construed as a promise by 
the insurance company for paid-up 
insurance calculated in any other 
way. 

“It is true that the policy con- 
tains ‘a table of non-forfeiture val- 
ues’ which shows that under Option 
A the holder of a policy on which 
premiums were paid for eighteen 
years would be entitled to $1,796. 
It must be clear, however, even to 
a casual reader that this table is 
based solely upon the cash value of 
the reserve, and it does not purport 
to show the value of the amount of 
participating paid-up life insurance 
under Option A where there is an 
indebtedness due to the company 
which under the terms of the policy 
must be deducted from the full re- 
serve before purchase of the paid- 
up insurance. 

“The judgments should be modi- 
fied by reducing the same to the 
amount of $203.97, and as so modi- 
fied affirmed, without costs.” 


The determination of the Court has 
significance not alone for what it held 
but for what it did not pass on. Like- 
wise, comments of the Court as to the 
comparative equity of the method of 
repayment or the circumstance that 
the method of repayment urged by the 
beneficiary was not required by law 
should not be overlooked. 


Philadelphia Conference 
Hears Sacrifice Praised 


The genuine value of sacrifice and 
hardship in American life and also 
in life insurance was_ eloquently 
stressed by C. Petrus Peterson, gen- 
eral counsel of the Bankers Life of 
Nebraska and chairman of the legal 
section of the American Life Conven- 
tion, in addressing the midwinter 
sales conference of the Philadelphia 
Association of Life Underwriters at 
the Bellevue-Stratford last Monday. 

Other important speakers included 
Congressman J. William Ditter of 
Pennsylvania and C. Preston (Pep) 
Dawson, of the Beers & Dawson 
Agency of the New England Mutual 
Life at New York. Mr. Dawson 
criticized the “bargain” selling of re- 
cent months and urged a stronger 
cultivation of centers of influence. 


Paul R. Danner Is Going 
To Manila for Asia Life 


Paul R. Danner, for the past two 
and a half years secretary and trea- 
surer of the United States Life In- 
surance Co., is leaving shortly for 
Manila to become branch manager for 
the Philippine Islands for the Asia 
Life Insurance Co., which like the 
United States Life is one of the C. V. 
Starr companies. Mr. Danner, accom- 
panied by Mrs. Danner and their 
daughter, Gratian, plans to sail from 
San Francisco on March 10, aboard 
the President Coolidge, arriving 
March 28 in Shanghai. 
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Distinguishing Quality of 
the Big Producer 


The one underlying quality that 
distinguishes the big producer from 
the ordinary fellow in life insurance 
is enthusiasm—an overpowering sin- 
cerity that sets him on fire. This was 
the belief expressed by W. M. Roth- 
aermel, vice-president of Continental 
American Life Insurance Company, 
when he addressed the Reading (Pa.) 
Life Underwriters Association re- 
cently. 

“The big producer has thrown his 
whole heart into life insurance as a 
career, and the fact is obvious be- 
cause of his genuineness of spirit,” 
said Mr. Rothaermel. He went on to 
say that life insurance must be writ- 
ten on the basis of human interest 
and heart-throbs rather than mathe- 
matical figures. He also stressed the 
importance of self - organization, de- 
claring that it is absolutelv necessary 
to success in the life insurance busi- 
ness to keep a record of your own 
work. 


Digest of Ideas From 


Sales Leaders 


The following sales suggestions 
were offered by four leading agents of 
the Provident Mutual Life Insurance 
Company at a recent sales conference: 

Clarence A. Post, Milwaukee, on 
Programming—“Do you remember the 
carefully laid plans you had for a date 
with your first real heart-throb? The 
slicked hair, the perfectly shined 
shoes, the box of candy—and then 
your maneuvers to get your girl to the 
swing overlooking the river just be- 
fore the moon would come up? After 
a few moments of prestige-building 
conversation you wrangled up enough 
nerve to put your arm on the back of 
the swing. Seemingly there were no 
objections, so you continued your ap- 
proach until your arm gradually left 
the swing and encircled the girl. The 
first sale was in sight! 

“Programming can be likened to 
this experience. If you have a well 
planned, carefully thought out build- 
up, you will eventually arrive at your 
ultimate aim.” 

Francis J. Conlin, Ann Arbor, on 
Staying Away—“Stay away from 
your own office and stay in the other 
fellow’s! Especially, stay out of your 
own office in the morning! I usually 
make a telephone call each hour to 
the office to see if there is anything 
important there, but should I slip up 
it does not prove disastrous. As the 
saying goes, ‘If it’s good news it can 
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Prospecting 


wait and if it’s bad I don’t want to 
hear it.’” 

Percy S. Williams, Duluth, on 
Friendship—“Don’t neglect your per- 
sonal friends. They expect you to 
approach them on the subject of life 
insurance. Other agents who know 
of your friendship are likely to assume 
that they would be wasting their time 
in approaching your friends. Unless 
you do a thorough job of helping your 
friends provide for their family 
through life insurance, the job may 
remain undone.” 


Stresses Conservation 
Activities 
Emphasizing the importance of 
persistent business in the agent’s 
ultimate success, Stephen Ireland, 
vice-president and superintendent of 
agencies of the State Mutual Life, de- 
scribed in a statement just released 
results of the company’s continued at- 
tention to method of writing more 


permanent business. 
Calling attention to the 50 leaders 
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jin net volume for 1938, Mr. Ireland 
stated that among the first 20 pro- 
ducers there were five who had no 
lapse at all during the year. “That 
is an outstanding achievement,” he 
said, “but just as noteworthy is the 
fact that among the same 20 an addi- 
tional nine had less than a five per 
cent lapse ratio.” 

Among the 50 ranking producers, 
23 either had no lapse, or had a lapse 
radio of less than five per cent; while 
40 had none or less than the com- 
pany’s rate. “This last figure is also 


and Selling- 


noteworthy,” Mr. Ireland said, “be- 
cause in 1938 State Mutual had one 
of the lowest lapse rates of the 23 
so-called “A” size companies. 

“1938 was the second best year for 
persistency since 1929,” he added. 
State Mutual maintained its high 
ranking in total terminations, Mr. 
Ireland said in conclusion. At the 
end of 1938 its total terminations, 
taken as a percentage of its insur- 
ance in force at the beginning of the 
year, placed second among all com- 
panies ranked. 








leadership. 











AN ENCORE FOR 
PARET OF PHILADELPHIA 


A year ago we introduced you to Louis F. Paret, head of the 
Paret Agency of Provident Mutual in Philadelphia, because of 
the outstanding job done during 1937. 


Again we pay tribute to his leadership for the record made 
by his agency in 1938 because it attained the highest per- 
centage of quota and highest percentage of increased business 
of all the company’s top-ranking agencies, led all Provident 
agencies in gain of insurance in force, had six members of the 
1938 Quarter Million Dollar Round Table, and had the first 
two ranking men in 1938 preduction among all Provident agents. 


Back of the outstanding performance of this agency there is a 
force. Born of the genial personality and lovable character of 
Louis F. Paret, nurtured by his long experience and hard work, 
it now bears the fruit of his splendid organization and inspiring 
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Think of Prospects 
As Human Beings 


Intelligent prospecting demands a 
certain degree of selection and prepa- 
ration prior to the approach and this 
part of the salesman’s job requires 
nothing more than business organiza- 
tion ability. Once the preliminary de- 
tails are out of the way, however, and 
the interview is arranged, the pros- 
pect should be no longer a “prospect” 
but a human being—a man with fam- 
ily responsibilities. You will be safe 
in assuming that he is as emotionally 
concerned about his family’s welfare 
as you are about your own. In other 
words, a lot of the heart, as well as 
the brain, should enter into the actual 
selling procedure. 

William J. Bradley, editor of the 
Home Life Insurance of America 
Agency magazine Holica Review, ex- 
presses this thought as follows: 

It is a peculiar trick of the mind 
that we like to ascribe all the virtues 
of love, tenderness, affection, sym- 
pathy and kindness to ourselves and 
leave but little to be distributed among 
the rest of mankind. 

We forget that we are part of man- 
kind, and that we are in no way dif- 
ferent as far as the fundamentals are 
concerned than the other fellow. We 
would do anything in the world to see 
that our children had their chance in 
life, because we love them so very 
much; so would the other fellow. 

When we come home at night, and 
the day has been long, and we are 
tired and cold, and the lights stream 
out of the windows, and inside we see 
the family happy and busy, enjoying 
the pleasures of the home we have pro- 
vided, we say: “Isn’t it wonderful to 
have a home like this to come to each 
evening?” Twenty million other men 
are saying the same thing at the same 
time. 


Wrong Appeal 


When we go in to see a prospect, 
instead of putting our best foot for- 
ward and talk about home and wife 
and children we put our worst foot 
forward and speak of net costs, non- 
forfeiture values and premium rates, 
because we are afraid of what the 
prospect is going to say. If you knew 
that everyone of your prospects loves 
his family in the same way you love 
your family, would you be afraid to 
talk to him about a monthly income 
for his family for three, four or five 
years after his death? If you knew 
that the spring of sentiment bubbled 
as close to the surface in all your 
prospects’ hearts as it does in your 
heart, would you be afraid to talk to 
them? 
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DIvipEND ScALE—MASSACHUSETTS MUTUAL LIFE 
INSURANCE COMPANY, SPRINGFIELD, Mass. 


Ts Massachusetts Mutual Life Insurance Company has announced that 
it will retain its present dividend scale for the seven months beginning 
June |, 1939. Ordinarily, the Massachusetts Mutual dividend scale is 
adopted for a period of one year beginning on June |, but the new an- 
nouncement applies only to the period from June | next to January |, 1940. 
The only changes in the new dividend scale are reductions in the dividends 
on annuity plans and at the later durations on long term endowment, re- 
tirement income and insurance with income policies. 

The rate of interest payable in 1939 on proceeds of policies left under 
settlement options will be 3.6 per cent instead of the present rate of 3.75 
per cent. The rate of interest allowed on dividends left to accumulate at 
interest will be 3.5 per cent, the same as the present rate. Under the new 
dividend scale, if dividends are left to accumulate at interest, an Ordinary 
Life policy will become paid up in 28 years at age 25; 26 years at age 35; 
24 years at age 45 and 22 years at age 55. 

Under the same option, the policy will mature as an endowment in 40 
years at age 25; 35 years at age 35; 30 years at age 45 and 25 years at 
age 55. 

Using the 1939 dividend scale, the average annual net cost of an ordinary 
life policy issued at age 35, if surrendered at the end of 20 years will be 
$4.58. At age 45, the net cost of the same policy at the end of 20 years 
will be $8.52. 

The corresponding average annual net cost over a period of 20 years for 
20 payment life policy under the 1939 dividend scale, at age of issue 35 
will be the cash value in excess of cost of $1.10. At age 45, the net cost 
under the same policy at the end of 20 years will be $1.72. 


JUNE 1, 1939, DIVIDEND SCALE 
Illustrated Dividends Per $1,000—Amcrican 53°; Re_erve 
ORDINARY LIFE 

Age at Issue 


} 


Dividends at 


35 40 45 . 50 55 


2) 


End of Year 25 30 3 
PRD. cant Cidieen $20.14 $22.85 $26.35 $30.94 $37.09 $45.45 $56.93 $72.84 
1 pieeeunbeses or Geeee 3.38 3.74 4.16 4.46 4.64 4.93 5.57 6.75 
2 3.49 3.87 4.27 4.55 4.76 5.10 5.81 7.15 
; eene 7 3.59 4.01 4.37 4.66 4.87 5.27 6.08 7.55 
i] ape eae cae 3.70 4,138 4.50 4.76 5.00 5.48 6.38 7.97 
5 a ows TT 3.83 4.25 4.61 4.85 5.12 5.67 6.68 8.43 
Total dividends, 10 years 39.01 42.99 46.41 49.08 52.39 58.26 68.94 87.10 
Total dividends, 20 years 93.01 100.27 107.75 116.79 130.15 151.44 183.64 229.01 


TWENTY PAYMENT LIFE 


Dividends at — Age at Issue — 


End of Year 25 30 35 40 45 50 55 60 
PUGMIEE coseccevess . .$30.07 $32.83 $36:17 $40.34 $45.69 $52.83 $62.66 $76.59 
1 oxenee rere soca, Cae 3.93 4.34 4.62 4.79 5.03 5.60 6.73 
2 3.77 4.16 4.54 4.81 4.97 5.28 5.92 7.16 
3 sn ulteneaen shes ee 4.38 4.73 5.00 5.17 5.53 6.24 7.61 
mabe enceawas ieaedovue 4.16 4.60 4.94 5.19 5.38 5.80 6.59 8.07 
S ae perce babeaeats 4.38 4.82 5.15 5.38 5.60 6.08 6.96 8.57 
Total dividends, 10 years. 45.18 49.20 52.54 55.04 57.89 62.99 72.25 88.72 
Total dividends, 20 years.119.28 127.45 135.51 144.48 156.24 173.83 199.85 237.54 


TWENTY YEAR ENDOWMENT 


Dividend at — - Age at Issue 

End of Year 25 30 35 40 45 50 55 
POC cwscvccusess . -$48.03 $48.71 $49.75 $51.39 $54.15 $58.76 366.32 
I ‘ ‘Sane 4.01 4.31 4.66 4.88 4.99 5.18 5.69 
B eve dbeudesadvevéuciese -- 4.34 4.66 4.97 5.15 5.25 5.48 6.04 
DP « aaiete inn « Betrein ints 4.70 5.02 5.28 5.45 5.52 5.78 6.41 
BS 6eedviseceacdecsece 5.06 5.38 5.63 5.74 5.81 6.11 6.80 
5 erry wane 5.45 5.75 5.96 6.05 6.14 6.47 7.20 
Tota) dividends, 10 years .. 57.02 59.59 61.57 62.59 63.87 67.34 74.96 
Total dividends, 20 years ... 159.33 162.90 166.01 168.83 173.45 182.93 200.73 











Southwestern Life Revises 
Premium Rates 


The Southwestern Life Insurance 
Company, Dallas, Texas, completely 
revised premium rates on Jan. l, 
changed surrender values slightly 
and in policy provisions made a few 
changes. No revision was made in 
settlement options remaining on the 
3% per cent interest basis. 

The new policies of the Southwest- 
ern Life require only 5 per cent in- 
terest on policy loans or on arrears 
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in case of reinstatement. The incon- 
testable clause has eliminated the 
words “during the insured’s lifetime” 
and now reads, “incontestable after 
the first policy year except for non- 
payment of premiums.” 

Premium rates have been increased 
for all plans of insurance, with in- 
creases in all ages for all high-pre- 
mium plans like the Twenty-Year 
Endowment. There are no changes 
at the younger ages where the invest- 
ment element of the premium is quite 
small on low premium plans. 




































Continental American 
Changes Policy Forms 

The Continental American Life In- 
surance Company, Wilmington, Del., 
like other large Eastern companies, 
revised its settlement options and pol- 
icy contracts as of Jan. 1. Settlement 
options are based on a guarantee of 
2% per cent instead of 3 per cent as 
heretofore, with the exception of the 
life options which remain on the 3 per 
cent basis. 

Under new policies issued after 
Jan. 1, 1939, the interest rate on pol- 
icy advances will be 5 per cent. The 
reinstatement clause in the new poli- 
cies will also provide that 5 per cent 
will be charged on the back unpaid 
premiums in case of reinstatement. 
Reinstatement is permitted at any 
time within five years after date of 
premium default if policy has not been 
surrendered for its cash value. 

The Continental American has made 
a small reduction in its dividend scale; 
however, in no case is the 1939 divi- 
dend less than $1 per $1,000. The rate 
of interest payable on funds left un- 
der settlement options and on divi- 
dends left to accumulate for the first 
six months of 1939 will be 3% per 
cent. 


Bankers Life of Iowa 
Policy Changes 


The Bankers Life Insurance Com- 
pany, Des Moines, Iowa, revised its 
policy forms, effective Jan. 1, 1939, 
as follows: 

Reduction in the interest rate on 
policy loans from 6 per cent to 5 per 
cent; reduction of the guaranteed in- 
terest rate on proceeds left with the 
company to 2% per cent under all 
options except the Life Income where 
the 3 per cent rate will be paid but 
based upon a more conservative an- 
nuity table; also provides that all 
Life Income option payments are pal- 
ticipating; revision of the reinstate 
ment clause to provide that 5 per cent 
will be charged on the back unpaid 
premiums in case of reinstatement in- 
stead of 6 per cent as formerly. 
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Connecticut Mutual Has 


Sixty-five-Special Contract 

Since the first of the year the Con- 
necticut Mutual Life Insurance Com- 
pany, Hartford, Conn., has been is 
suing a new contract called the 
“Sixty-Five-Special.” It is an all-pur- 
pose contract, nicely balanced between 
protection and investment. 

The contract provides that pre- 
miums shall cease at age 65, at which 
time the insured has the choice of five 
special options. At 65, he may con- 
tinue his life insurance protection as 
fully paid-up life insurance for the 
face amount of the policy, or he may 
receive a cash settlement, or a life 
income on the without return basis, 
or a life income on the 100 months 
certain basis, or a joint and survivor 
income. This latter option provides 
that two-thirds of the income shall be 
continued to the survivor after the 
100 months certain period is com- 
pleted. 

In addition to the wide appeal of 
the “Sixty-Five-Special” because of 
its special options at 65, the Connecti- 
cut Mutual points out that it is a fit- 
ting supplement to social security due 
to the fact that Social Security bene- 
fits inure to an individual at age 65 
only on the condition that he is no 
longer gainfully employed. 

A Family Income rider attached to 
the “Sixty-Five-Special” will supple- 
ment Social Security very nicely. 
While the Social Security income will 
range all the way from $15 to $85 a 
month, it has been figured that the 
average will approximate $45 a 
month. Practically every man will 
need a minimum income of $100 a 
month, which means an extra $55 a 
month from some other source to sup- 
plement the Social Security payment. 

Regardless of the age at issue, a 
$10,000 “Sixty - Five - Special” with 
Family Income attached will provide 
(a) $51.50 a month to the insured at 

age 65 on the life income (100. 
months certain) plan. 
(b) $100 a month to the family dur- 
ing the “critical period.” 








DivipEND ScALE—MuTuat Trust LIFE 
INSURANCE COMPANY, CHICAGO, ILL. 


HE Mutual Trust Life Insurance Company, Chicago, Ill., will retain the 

present dividend scale for the year beginning May |, with the exception 
that higher dividends will be paid on life paid up at 85 policies. This popu- 
lar policy is not retained in amounts less than $2,500. 

The increase in the individual dividends under life paid up at 85 con- 
tracts is from $.16 to approximately $2, averaging approximately $.90. 
The increase in total dividends for the first 20 years range from $12 to $25 
higher than under the present scale. 

There will be no change in the dividend scale for policies other than 
the life paid up at 85 plan. The present rate of interest of 3.5 per cent on 
dividend accumulations and on funds left under settlement options will 
be continued after May |. 

Under the new dividend scale, if dividends are left to accumulate at 
interest, a whole life paid up at 85 policy will become paid up in 30 years 
at age 25; 28 years at age 35; 26 years at age 45 and 23 years at age 55. 

Under the same option, this policy will mature as an endowment in 41 
years at age 25; 36 years at age 35; 32 years at age 45 and 27 years at 
age 55. 

Under the new dividend scale, the average annual net cost of a whole 
life paid up at 85 policy, issued at age 25, if surrendered at the end of 
20 years will be $2.81; at age 35, the net cost will be $3.21; at age 45, $6.59 
and at age 55, $18.10. 

The corresponding average annual net cost over a period of 20 years 
for a 20 payment life policy at age 25 will be a cash value in excess of 
cost of $.56; at age 35, a cash value in excess of cost of $.47; at age 45 
a net cost of $2.32 and at age 55, the net cost of $4.55. 


MAY 1, 1939, DIVIDEND SCALE 
Illustrated Dividends Per $1,000—American 3% Reserve 
WHOLE LIFE PAID UP AT 85 


Dividends at - Age at Issue —- 

End of Year 25 30 35 10 45 50 55 
Premium . ; ...- $18.56 $21.07 $24.30 $28.55 $34.25 $42.04 $52.77 
1 re _ 3.04 3.09 8.11 3.12 3.16 3.22 3.36 
2 : Terra 3.21 3.24 3.28 3.36 3.46 3.60 
; banka : the ae 3.32 3.37 3.42 3.54 3.70 3.91 
4 p 7 rn 3.40 3.48 3.55 3.64 3.80 4.02 4.30 
5 : eer | 3.65 3.73 3.86 4.07 4.37 4.71 
Total dividends, 10 years 36.36 37.38 38.45 40.08 42.55 45.65 49.33 
otal dividends, 20 years ... 83.67 87.61 92.68 99.28 107.27 115.31 122.19 

TWENTY PAYMENT LIFE 

Dividends at - Age at Issue — 

End of Year 25 30 35 40 45 50 55 
Premium ... $30.12 $32.87 $36.22 $40.38 $45.73 $52.87 $62.68 
l , oa wwe 3.94 4.16 4.41 4.67 5.06 5.56 6.26 
2 ; ; ‘ a. 4.30 4.55 4.85 5.24 5.78 6.49 
outh eins Ge aac 4.20 4.44 4.70 5.01 5.44 5.97 6.73 
{ ee ee 4.58 4.86 5.20 5.64 6.20 6.97 
5 : nae eesti amie ee 4.49 4.74 5.02 5.39 5.85 6.44 7.24 
Total dividends, 10 years ...-. 45.81 48.36 51.40 55.08 59.76 65.73 73.77 
Total dividends, 20 years ..109.05 115.81 123.92 133.41 145.04 159.39 177.7 


TWENTY YEAR ENDOWMENT 


Dividends at - Age at Issue —_ 

End of Year 25 30 35 40 45 50 55 
Premium , ‘ -.++... $48.15 $48.83 $49.85 $51.48 $54.22 $58.81 $66.36 
1 spGien _ wiecthloters 4.83 4.97 5.09 5.23 5.48 5.86 6.46 
2 5.08 5.21 5.33 5.48 5.72 6.11 6.71 
3 5.35 5.46 5.57 5.73 5.98 6.37 6.97 
4 ‘ seseusa . 5.63 5.73 5.84 6.00 6.25 6.64 7.24 
5 pet psig enentnh on eneee . 6.92 6.02 6.11 6.28 6.53 6.93 7.54 
Total dividends, 10 years ... 60.96 61.94 63.08 64.64 67.12 71.08 177.14 
Total dividends, 20 years .....157.53 159.51 161.87 165.32 170.47 178.58 190.99 





(c) After the critical period, a cash 
settlement or a smaller life in- 
come to a named dependent. 


Equitable Life of Iowa 
Retains Dividend Seale 











The Equitable Life Insurance Com- 


Ohio National Retains 
Dividend Scale 


The Ohio National Life Insurance 
Company of Cincinnati, Ohio, for its 
new dividend year commencing April 
1 will retain the present dividend 
scale. Rate of interest payable on 
dividends left to accumulate will be 
3% per cent and on funds left under 
settlement options, 34 per cent. 


pany, Des Moines, Iowa, for the divi- 
dend year beginning March 1 will 
continue to use its present dividend 
scale. The present dividend scale is 
the schedule adopted for the new re- 
serve basis introduced July 1, 1935. 
Rate of interest payable in 1939 on 
dividends left to accumulate and on 
funds left under settlement options 
will be 3% per cent. 
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Administration 
Parkinson Defends Method 
Of Electing Directors 


A dynamic attack against prodigal 
waste in Government featured the 
address of Major Thomas I. Parkin- 
son, president of the Equitable Life 
Assurance Society, before last week’s 
annual dinner of the Insurance So- 
ciety of Philadelphia. The attempt 
made in Washington recently to smear 
insurance companies and to weaken 
confidence in life insurance generally 
in the hearings of the Congressional 
monopoly committee also came in for 
considerable review by Mr. Parkinson. 

A clean bill of health had been given 
the life insurance companies by Chair- 
man William O. Douglas of the S.E.C. 
who said that there was no question 
as to the reserves or the financial 
stability of any life insurance com- 
pany, nor would anything be done to 
disturb the interests of any policy- 
holder. This was followed, commented 
Mr. Parkinson, by a parade of dis- 
gruntled agents who claimed that they 
had forged so-called proxies to a so- 
called election of members of the 
board of their company, and by the 
cultivated suspicion that there is 






Departmental 


something wrong with life insurance 
company practices. 

The present method of selecting di- 
rectors for a mutual life company was 
defended vigorously by Mr. Parkin- 
son, who pointed out that this method 
is one sanctioned by the present Su- 
preme Court Chief Justice Charles 
Evans Hughes in 1907—the alterna- 
tive method. Nobody has been able to 
improve on this method, and when 
Professor Edwin Patterson, of Colum- 
bia University School of Law, was 
called in to change the New York in- 
surance code, he adopted the Hughes 
alternative method. 


Production 


Sales Methods Fall Into 


Three Categories 
The average salesman can seldom 
successfully combine two or more sales 
methods and get results, William P. 








V WIR 





DELITESCENCE 


ERE’S a neat word for you! Synonymousiy 

speaking, it means “privacy”. 

has been praised by an Old English writer as 
one of the prime blessings of good living. 

In the advantages of life insurance security, 
especially retirement income, as set forth today, 
privacy appears to have little place. There are 
many prospects who might favorably regard 
assurance of delitescence 


Giaiaaahiee PANY 
INA 


RICHMOND 
Established 1871 


And privacy 
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Worthington, superintendent of agen- 
cies, Home Life of New York, told the 
recent meeting of the Boston Associa- 
tion of Life Underwriters. 

Sales methods, Mr. Worthington 
said, are usually separated into three 
distinct types—policy selling, specific 
need selling and program selling. 
There are many examples of men who 
have been outstandingly successful in 
using any one of the three plans but 
it has been a rare case where he has 
successfully combined all three into one 
sales plan. 





William P. Worthington 


Analyzing the three methods, Mr. 
Worthington commented that in poli- 
cy selling the life agent must search 
for people who are actually thinking 
about buying more life insurance, 
either because they have studied their 
own situation or because another 
salesman has done it for them but has 
failed to follow through. Since few 
want more life insurance when first 
approached, this means that a man 
using a policy selling method must tell 
his story to a great number of people 
to make a sale, with at least twenty 
interviews a week the minimum to 
provide fairly successful results. 

Specific need selling emphasizes 
four of the most common needs for life 
insurance—a clean-up fund, family or 
minimum income, educational fund 
and the retirement fund. Thorough 
training perfects the salesman on the 
presentation for each of these specific 
needs. The prospecting problem is 
then to segregate the salesman’s list 
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according to the specific need which 
he believes the prospect’s situation 
calls for. 

Program selling requires a_ tech- 
nique which differs in many respects 
from the other two methods. The 
planned estate method appeals to the 
creative or “idea” salesman and is a two, 
and quite often three, interview sale. 
The purpose of the first interview is 
not to sell, but to uncover the pros- 
pect’s problems. It might be called 
the “diagnostic interview,” for the 
problem is diagnosed and then the 
prescription is written. 

The closing interview is a further 
presentation of the prospect’s prob- 
lems so that they might be seen in a 
clearer light, and then the planned 
estate salesman offers his plan for 
solving these problems. In such a 
method, the insurance policy that is 
used is of secondary importance. The 
really important factor is the client’s 
problem, his hopes and ambitions. 


Legal 


Michigan Might Legalize 
Aviation Clause 


The Michigan Insurance Depart- 
ment, which thus far has found itself 
unable to approve, under existing code 
provisions, the writing of limited cov- 
erage policies for aviators and persons 
engaged in much flying other than on 
regular commercial routes, is support- 
ing a legislative move to legalize the 
“aviation clause” in life insurance 
policies. A bill has been offered on 
the subject by Senator J. T. Ham- 
mond, chairman of the State Senate 
insurance committee. 

The bill would allow a rider on life 
policies which would limit the insur- 
or’s liability “with respect to risks 
incident to aviation; provided, that no 
limitation shall be made with respect 
to fare-paying passengers of commer- 
cial airlines flying on regularly sched- 
uled routes between definitely estab- 
lished airports, and providing further 
that the liability of the company un- 
der such a provision or rider shall in 
no event be fixed at any amount less 
than the full reserve of the policy 
and any dividend additions there- 
under, less any indebtedness on or 
secured by such policy.” 


Dieest..... 


Institutional 
Life Benefits Reach 
Every Class 


“Life insurance is a truly socialistic 
institution in a capitalistic society, but 
it is only possible in such a society, 
under personal initiative,” Holgar J. 
Johnson, president of the National 
Association of Life Underwriters, told 
a recent public meeting in West Palm 
Beach, Florida, under the auspices of 
the Palm Beach County Life Under- 
writers Association. 

Explaining that life insurance 
reached all the people and was under 
the control of all the people, Mr. 
Johnson said: “The institution is not 
for the rich alone—it does not pre- 
tend to be a rich man’s medium. The 
average policy size today is just over 
$1,700, proving that its benefits reach 
every class, and that there is still a 
wide and vital need for growth if 





America’s life values are to be fully 
protected.” 

Mr. Johnson pointed out to a large 
audience of Palm Beach -citizens the 
social aspect of one man’s insurance 
as it affects all the others who live in 
his community. “If I have no life in- 
surance, if I have made no provision 
for my future welfare,” he said, “I 
have not recognized my responsibil- 
ities, and those responsibilities are in 
a measure transferred to you. If my 
family and I become wards of the 
state, it means a further problem to 
you in the form of taxation and care 
of the needy. 

“But if I am wise and foresighted 
enough to recognize my future re- 
sponsibilities, I pay a social service 
to the community as a whole by tak- 
ing care of them while I am able to. 
Those responsibilities, together with 
the full social aspects of life insur- 
ance, were never clearly or adequate- 
ly recognized until 1930, but since that 
time they have become increasingly 
evident to people of every class in 
America. Among the many lessons 
that the depression has taught us is 
the stern one that if we do not pre- 
pare for our future ourselves, the com- 
munity at large will have to do it, at 
a definite cost to others in all levels of 
the social structure.” 








owners and annuitants. 





92nd Annual Report 





The Canada Life in 1938 paid to policy owners, annui- 
tants and beneficiaries, an average of over $80,000 each 
working day—a total of $24,642,372 for the year. 


than two-thirds of this amount was paid to living policy 


Since 1847 the Canada Life has paid to policy owners, 
annuitants and beneficiaries, or has accumulated on their 
behalf, more than $680 millions—over $60 millions more 
than it has received in premiums. 


CObe CANADA LIFE 


ASSURANCE COMPANY 
Our FirtretH YEAR iN UNrrep STATES 


A DAY 


More 
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AGENCY NEWS 


W. Howard Cox, president of the Union Central Life 
Insurance Co., has issued invitations to a dinner to be 
given in honor of the Charles B. Knight Agency of New 
York on March 6 at the Waldorf-Astoria. It will celebrate 
the twenty-fifth anniversary of the agency’s association 
with the Union Central Life. 

The Mutual Trust Life Insurance Co. of Chicago has 
appointed Walter T. Bridges as general agent with head- 
quarters at Spokane, Washington. E. W. Freed, former 
general agent, will remain with the agency and plans to 
devote his entire time to personal production. Mr. Bridges 
was formerly district agent for the Mutual Life of New 
York. 

In recognition of an outstanding record during 1938, 
the Elmer Abbey general agency for the tna Life at 
San Antonio, Texas, has been named winner of the na- 
tional President’s Trophy award by S. T. Whatley, vice- 
president of the company. Regional President’s Trophy 
awards went to general agencies at Portland, Me., Toledo, 
Minneapolis, and El Paso. 

The Guarantee Mutual Life of Omaha has appointed 
Charles H. Ferguson and Ralph C. Stanton of Mansfield 
as general agents for nine counties in North-Central Ohio, 
under the name of Ferguson & Stanton. The company 
also recently appointed F. E. Housel, Sr., as general agent 
for four Iowa counties, with headquarters at Iowa City. 

Albert Lee Smith, Alabama general agent for the Jef- 
ferson Standard Life Insurance Co., was recently elected 
president of the company’s Julian Price Club, for having 
the highest renewal record on the largest volume of first 
and second year business expired during 1938. However, 
Mr. Smith during the past fourteen years has shown a 
perfect renewal record of 100 per cent for six years. 

The Equitable Life Insurance Co. of lowa has announced 
that R. O. Claypoole, Philadelphia, and R. R. Coudert, 
New York City, each had sufficient paid premiums during 
January to earn full premium qualification for the com- 
pany’s 1940 Production Clubs Convention. 

Fifty of the fifty-six Bankers Life of Iowa agencies 
made gains in life insurance in force during January. 
Leading in percentages of gain were West Virginia, 
Minneapolis, Wichita, Elgin, Toledo, and El Paso. Net 
new paid business for the month was $8,345,911. 

Raymond J. Wiese, general agent at Chicago for the 
past ten years for the State Mutual Life, has resigned 
from that company to become associated as general agent 
in charge of the Northwestern National’s offices in the 
One LaSalle Building. John B. Nothhelfer, who has been 
more than nine years with the State Mutual Life in Chi- 
cago and nearly seven as agency supervisor, has been 
appointed head of the former Chicago Wiese office of the 
company with the title of acting general agent. State 


Mutual maintains two General Agencies in Chicago, the 
other being under the leadership of General Agent Joe 
C. Caperton. 

Appointment of Charles M. Hodney as general agent in 
northeastern Illinois was recently announced by the North- 
western National Life of Minneapolis. Mr. 


Hodney’s 
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NAMES 


IN HOME OFFICE 


agency will operate in several counties south and west 
of Chicago, with headquarters in Morris, Illinois. 

At the closing session of the General Agents’ Associa- 
tion Conference of the Massachusetts Mutual Life Insur- 
ance Co., recently held at Palm Beach, General Agent 
Harry I. Davis, of Atlanta, was elected president of the 
association for the coming year, to succeed General Agent 
Clarence W. Reuling, of Peoria. 

Harry B. Brown, who has been general agent of the 
Farmers & Bankers Life at Little Rock, Ark., has been 
appointed assistant general agent of the Penn Mutual 
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SUPPOSE that the institution of motherhood, of all 
| things, matters and subjects, stands least in need of 
an endorsement in this column but nonetheless, I intend 
to offer a few lines of laudatory comment in that direction 
by way of introducing an appreciative discussion of insur- 
ance company advertising. Also, that I may avail myself 
of the time-honored privilege of saying something about 
la grippe, as is the right and custom of every one who is 
charged with the tremendous responsibility of writing 
what I refer to hilariously as light prose. That is to say, 
a member in good standing is allowed one piece each 
winter and one during each autumn in which he may de- 
scribe humorously his aches and pains, even to the point 
of an untruthful description of the manner in which the 
portable typewriter is propped up between his stomach 
and his water-bound knees, but in this case I am not going 
to say anything about my own siege. I passed that up 
with Spartan-like fortitude some weeks ago, breezing right 
along with calm and considered opinions on the business of 
life insurance. This reference is about the illnesses of 
others and is tied up like Times Square traffic with the 
other two subjects of this paragraph. 


* * * 

HERE were two girl children recently convalescing 

from attacks of this mid-winter malady in our house- 
hold, quartered in rooms as far removed as is possible in 
middle-class housing. The little girl, who was practically 
well again, had a well-developed voice and the big girl, 
who was still quite ill, had a bell. Both knew how to use 
their respective instruments when Mother’s aid was re 
quired. Mother’s aid was required frequently. In fact, I 
don’t believe I had ever before appreciated properly that 
man’s work is from sun to sun but woman’s work is never 
done. In still further fact, I think that I shall here and 
now bring that thing up-to-date in what is intended to 
be roughly the Ogden Nash manner by saying that Papa 
works from nine to five, but in view of the fact that 
Mother’s work is tedious and practically unending, it is @ 
wonder that she is still alive. At any rate, it was 
“Mother,” “Ding-ding,” all day long and during an eve 
ning when the little girl was as good as new but still im 
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Life to assist General Agent Allen Gates in organization 
and personnel training. 

J. D. (Jack) Walsh has won 13 memberships in the top 
honor clubs of the Bankers Life of Iowa since he signed 
up in the company’s Sioux City agency on February 21, 


1916. In all other ways, too, Jack has been an “Up” 
salesman these 23 years. Consequently February was 


“Jack Walsh Month” in the Sioux City Agency. 

J. F. Proctor, a special agent in Richmond of the Equi- 
table Life Assurance Society at Richmond, Va., has been 
named district manager for twelve counties. 











By Frank Ellington 











bed, and we sought to relax Mother with a game of cards 
the interruptions from the little one were so frequent as 

murmer of “Mother” 
I should say in passing 
and in self-justification, that Papa will never do in these 
Not even for a drink of water. 


to arouse a constant, monotonous 


among the three waiting players. 


cases. 
* x 


HEN, the very next morning there appeared in the 
bes magazines that “Mother” advertisement of 
the John Hancock Mutual Life. The picture of the chil- 
dren and the dog was, in my opinion, tops in human inter- 
est value, and the caption: “From Cradle to College it’s 
‘Mother’—24 Hours a Day,” practically told the entire 
story of the necessity of providing funds during the period 
when income is most needed. I have often felt inclined to 
write about life insurance advertisements which strike me 
as outstanding, but they come so fast and strike me as 
such so often as to discourage the attempt. There is, as 
Arthur Fisk, of the Prudential, once pointed out to the 
Advertising Conference, a happy and seemingly unplanned 
diversity of theme in all such publicity and in my estima- 
tion no other class of national advertising even closely 
approaches its general excellence. Moreover, I do not be- 
lieve that I am biased by my connection with the business 
in this impression, because I read and evaluate the ma- 
terial more as a layman. Upon obtaining the latest copy 
of a popular general magazine, I page through for the 
inevitable cartoons first; next comes a closer examination 
of the whole with a pretty thorough reading of interest- 
catching ads; finally the editorial content. A hell of a 
way for an assistant editor to be talking, but blame it on 
life and auto publicity departments. 


= * * 


em before another type of ad almost had me in the 
throes of composition similar to this and only my 
well-developed sense of procrastination deterred me at the 
time. That was the Travelers ad titled, I think, “Why | 
Bought Life Insurance,” and picturing two sleepy people 
sitting on a baggage truck at a suburban station. | 
thought it a masterpiece and I heard that it was conceived 
and written by the versatile George Malcolm-Smith. 


oVEWS 


AND THE FIELD 





COMPANY CHANGES 


Perry W. Lesh, president of the C. P. Lesh Paper Co., 
was elected to the board of directors of the State Life In- 
surance Co. of Indianapolis, at a regular meeting of the 
board February 10, to succeed the late William J. Mooney, 
St. George C. Van Duren was elected as treasurer of the 
State Life, succeeding the late Harry N. McClelland. 

Immediately after the recently held tenth annual stock- 
holders’ meeting of the Pacific National Life Assurance Co. 
at Salt Lake City, Utah, the directors met and effected the 
following organization: President, Carl R. Marcusen; 
vice-presidents, J. L. Firmage and Heber Nielson; secre- 
tary and treasurer, Nephi L. Morris; assistant secretary 
and treasurer, Ann Lawry. 

The board of directors of the National Life & Accident 
of Nashville, Tenn., recently elected G. D. Brooks manager 
of the investment department. Other advancements made 
by the board included the election of R. Miles Wright and 
Orvill Nugent as assistant secretaries and the election 
of Alvin V. Vincent as assistant treasurer. 


Ralph W. Emerson, supervisor of the C. H. Poindexter 
general agency, St. Louis, has been appointed assistant 
director of agencies of the Northwestern Mutual Life 
Insurance Co. and will join the home office staff in Mil- 
waukee April 1, succeeding Nelson Phelps, who became 
general agent in Boston. 

The John Hancock Mutual Life Insurance Co. of Bos- 
ton has appointed Harold A. Grout associate actuary and 
Harold A. Garabedian assistant actuary. Both Mr. Grout 
and Mr. Garabedian, who are Fellows of the Actuarial 
Society of America, have served the John Hancock for 
many years in its actuarial department. 

C. C. Van Patten, formerly assistant treasurer of the 
Security Mutual Life Insurance Co., has been promoted 
to treasurer of the company. He has been with the com- 
pany for about two years. 


Robert Brindle, manager at Woonsocket, R. I., for the 
John Hancock Mutual Life Insurance Co., retired on Febru- 
ary 28. Mr. Brindle completed his 50th anniversary of 
service with the John Hancock on February 20. Arthur 
J. Decelle, who has been appointed manager to succeed 
Mr. Brindle, has spent thirty-two years with the John 
Hancock in the Woonsocket office. 

B. A. Haberbush, manager of the Olean, N. Y., office 
of the Metropolitan Life Insurance Co. for the past five 
years, has retired from active service. He has been with 
the company since 1910. 

O. J. Beaudin, for many years prominent in life insur- 
ance circles in Seattle, Wash., has been appointed field 
superintendent in Seattle for the California-Western States 
Life Insurance Co. 

C. W. Gaylord, President of Gaylord Container Corp., 
and Wallace Renard, president of the Renard Linoleum 
and Rug Co., have been elected to the board of directors 
of the Central States Life Insurance Co., St. Louis. 

Albert Doctor, state manager for the Girard Life in 
Illinois, has been appointed general agent at Detroit for 
the Ohio National Life. 
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SOCIAL SECURITY 


(Continued from page 10) 


ployment should be encouraged after 
attainment of this age is seriously 
questioned in some quarters. To per- 
mit receipt of a retirement annuity 
along with wages has already been 
ruled out because of possible inter- 
ference with wage standards. Organ- 
ized labor has taken the attitude that 
retirement should be encouraged in 
order to make room for younger men. 
When unemployment is widespread, 
this point of view cannot be disre- 
garded, but whether the amendment 
suggested will have a serious effect in 
this connection will depend partly on 
the method of applying service credit, 
and partly on public approval of em- 
ployment after reaching retirement 
age. 


Basis for Calculating Benefits 

Both the Board and the Council 
recommend a change from total com- 
pensation as the basis of retirement 
benefits to a use of an average com- 
pensation over a period of years and 
the number of years of service. An 
important objective of the change 
would be to make it possible to pro- 
vide liberal benefits for those now 
nearing retirement age without auto- 
matically favoring short service work- 
ers in future. Recommendations are 
not given in detail, but the objective 
sought is doubtless commendable. 


Financing 

Nothing about the Federal old-age 
benefits plan has aroused so much 
conflict of opinion as has the method 
of its financing. Probably nothing 
else has led to a larger variety of 
popular misconceptions; and a num- 
ber of close students are amazed at 
the lack of understanding, as they see 
it, on the part of other similarly de- 
voted students, with respect to the 
“fundamental economic principles in- 
volved. On this point the Social Secur- 
ity Board and the Advisory Council 
are wide apart in their recommenda- 
tions. 

To state the facts: Title II of the 
Act creates an “Old-Age Reserve Ac- 
count” in the Treasury of the United 
States and authorizes annual ap- 
propriations of “an amount sufficient 
as an annual premium to provide for 
the payments required under this 
title.” The payments here mentioned 
are the Federal old-age benefits pro- 
vided by the Act. The title proceeds 
to require that this annual amount 
shall be determined on a reserve basis 
in accordance with accepted actuarial 
principles making use of interest at 
3 per cent per annum and such mor- 
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tality tables as the Secretary of the 
Treasury may adopt from time to 
time. Then title VIII levies specific 
taxes with respect to just those who 
are building up “credit” for retire- 
ment annuities, and it is therefore 
generally assumed that these taxes 
are for the purpose of supporting 
benefits of title II even though title 
VIII makes no mention of title II or 
of the Old-Age Reserve Account. 


For all practical purposes the 
Secretary of the Treasury has as- 
sumed that the taxes under title VIII, 
minus payments for overhead ex- 
penses, are the proper amounts to be 
appropriated to this account. This 
is explained in the Annual Report of 
the Secretary of the Treasury for 
the year ending June 30, 1937, in a 
section entitled “Old-Age Reserve Ac- 
count.” In describing a_ so-called 
“Valuation Balance Sheet” the report 
says: “It will be seen that the amount 
of funds on hand plus the discounted 
value of assumed appropriations equiv- 
alent to 95 per cent of title VIII 
taxes is equal to the discounted value 
of the future benefit payments. This 
means that amounts equivalent to 
title VIII taxes will be sufficient to 
cover administrative expenses, not 
exceeding 5 per cent of such taxes, 
and appropriations sufficient to sup- 
port the benefit payments on a 3 per 
cent reserve basis. . . .” The balance 
sheet shows an exact balance between 
prospective assets and prospective 
liabilities and one wonders how this 
accuracy can be obtained until one 
notes in explanation that the average 
age of retirement is the “balancing 
item.” In other words, the retirement 
age assumed in this very careful 
“actuarial” calculation is the age 
necessary to make the figures balance 
when definite assumptions are made 
as to age distribution, average com- 
pensation, and death rates—interest 
at 3 per cent being a requirement of 
the Act. 


The taxes levied by title VIII are, 
for employer and employee alike, 1 
per cent of the employee’s wages dur- 
ing the years 1937, 1938, and 1939; 
then 1% per cent for three years; 2 
per cent for three years; 2% per cent 
for three years; and 3 per cent there- 
after. The tax is levied against the 
first $3,000 of compensation from a 
single employer in a single calendar 
year. 

For a long time each year’s benefits 
provided by title II will be far less 
than that year’s taxes provided by 
title VIII. But the time will come 
when the total of benefits will be much 
larger than the total of taxes for the 
year then current. The plan is to 
“invest” funds appropriated to the 


Old-Age Reserve Account that are not 
used for current benefits and these 
investments are expected to increase 
in volume to such an extent that, 
after benefits come to exceed taxes, 
the interest they earn will be sufficient 
to supplement current taxes in pay- 
ment of current benefits. It is not 
difficult to show that this “reserve 
fund,” if such it may be called, will, 
if the plan continues to operate as at 
present, grow to immense proportions, 
The report of the Secretary of the 
Treasury estimates that after forty- 
five years it will reach $50 billion and 
that “after some 35 more years it 
will become stable at about $57 bil- 
lion.” 

But neither the Board nor the 
Council would have the plan continue 
to operate as at present. Both recom- 
mend changes that would increase 
early outlays substantially. The Board 
states that its recommendations would 
make the eventual annual cost less 
than the present Act would develop. 
More guardedly, the Council believes, 
on the basis of financial and actuarial 
studies, that the ultimate annual cost 
of its revised program “would not ex- 
ceed that involved in title II of the 
existing Act.” 


Suggestions of the Board 


The report of the Social Security 
Board begins its discussion of financ- 
ing with the statement that it will not 
make detailed recommendations be- 
cause this is the responsibility of the 
Treasury. It states that taxes as now 
arranged will probably cover costs for 
fifteen years and build up a small re- 
serve if its recommendations for 
changes in benefits are accepted. But 
it contemplates the need of other 
sources of funds in later years. The 
Board thinks it is sound public policy 
to supplement pay-roll taxes in meet- 
ing the “eventual cost of benefits” 
with taxes from other sources prefer- 
ably levied according to ability to pay, 
such as income and inheritance taxes. 
The Board would make the proportion 
of cost to be borne by such taxes “de- 
pend upon the proportion of the gen- 
eral population covered by the insur- 
ance system. The wider the coverage, 
the more extensive this contribution 
from other tax sources might properly 
be.” It would introduce such sup- 
plementary taxes only when the total 
of taxes produced by the present 
schedule of title VIII, plus interest on 
whatever reserve can be established, 
is exceeded by the then current benefit 
payments. The reasons given for this 
point of view are as follows: 

1. The Federal Government is 4l- 


ready making contributions of almost 
a quarter of a million dollars from 


(Continued on page 30) 
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ALONG CITY STREETS 


By DAVID PORTER 


EARD through the amplifier of the daily press, 

events occurring all over the map seem to drown 
out the more peaceful pursuits, and the life insurance 
business sometimes appears an even more uneventful 
operation that it necessarily is. The Florida army 
plane catastrophe of last week, the Italian defy, and 
the French ditto, the Spanish omelette that required so 
many broken heads to make, the S.E.C. probe into 
monopolies, Herr Kuhn and his Madison Square Garden 
bellicosities, armaments and more armaments—what 
place has the innocuous business of life insurance in 
so frenzied a world? And yet the business achieves 
more importance precisely because of all this. With 
the ever-increasing menace to life and limb that ac- 
companies John Public nowadays like a shadow seen 
dimly over his shoulder, his life insurance investment is 
a source of quiet satisfaction to him. The frenzy seems 
one of those intangibles that make the life insurance 
premium graph finger its way into higher ground. Per- 
haps the insecurity that most men feel about the future 
causes them to lean more heavily upon the comfort that 
the realization of their foresight, insurance-wise, can 
give them. It is a safe guess that life insurance volume 
will increase rather substantially during the next 
twelve months. But, then, with so many professional 
prognosticators going awry on their guesswork, what 
chance has an amateur? 


HIS increasingly popular blend of gloom and optimism has 

been evidenced more and more by life insurance speakers 
at recent events in New York. For example, Irvin Bendiner, of 
Philadelphia, at the February luncheon meeting of the Life 
Underwriters Assn. of New York City, struck a note of general 
pessimism when he noted the increasing confusion generated by 
current events and tendencies. At the same time, he pointed 
out the futility of glooming and grousing over these tendencies, 
insisting on a corresponding degree of courage and determina- 
tion that will help bring prestige and increased authority to 
the business as well as to the producer himself. 


HE same note has crept into the annual reports of 

life insurance companies. There is the customary 
skimming over the high spots of premium income, assets, 
surplus and all such mathematical agenda plus the usual 
comment by the company president on conditions, trends 
and what-nots. This year, however, there is a com- 
mingling of pointing-with-pride and viewing-with- 
alarm that serves to make the annual report an un- 
usually grave document. There is a new and fore- 
boding analysis of trends, followed by an exordium to 
renewed confidence despite the wings of disaster that 
shadow the earth, plus the expectation that the busi- 
hess will go on as before and even with an added 
momentum. In other words, though things will prob- 
ably become worse before they improve, the outlook for 
life insurance need not be reactionary but on the con- 
trary optimistic. 








DEATHS 


Dr. J. McFadden Dick, director and chief medical exam- 
iner of the Continental American Life Insurance Co., at 
his home in Salisbury, Md., February 16. 

Judge Henry R. Prewitt, 70, for half a century an attor- 
ney at Mount Sterling, Ky., and insurance commissioner 
of Kentucky about thirty years ago, February 15. 

Frank P. Ebertz, former general agent of the National 
Life of Vermont and prior to that for more than twenty 
years manager of the Prudential in San Francisco, there 
February 18. 

Earle W. Zinn, 49, general agent for the Northwestern 
National Life at Seattle, Wash., for the past seven years, 
February 17. 

T. Porter Powell, 51, Harrison, N. J., who had been 
affiliated with the Mutual Benefit Life at the home office 
for more than thirty years. 

Fred C. Foster, director and attorney for a number of 
years of the Security Mutual Life of Nebraska, Febru- 
ary 16. 

John B. Waddill, 55, former superintendent of the Home 
Beneficial Insurance Co. at Winchester, Va., February 11. 

James W. Simpson, 60, superintendent-at-large of the 
Sun Life Assurance Co. of Canada, February 14. 


STATE DEPARTMENTS 


The Alabama Insurance Bureau is now a subdivision of 
the new State Department of Commerce. A bill estab- 
lishing the new department, combining the insurance, the 
banking and the building and loan departments was 
passed by the Legislature and signed by Gov. Frank M. 
Dixon recently. Frank N. Julian will continue as super- 
intendent of the Insurance Division. 

Gov. George Wilson of Iowa on February 9 sent to the 
State Senate the nomination of Charles R. Fischer of 
Onawa as insurance commissioner, to succeed Maurice 
V. Pew. 











[ Splendid General Agency opportunity available in New 





— 





Jersey for personal producer who can Op territory. 
Lucrative territory in Ohio, Illinois and Western Pennsyl- 
vania. Real old time General Agency Contract. Build 


your own business with 


Eureka-Maryland Assurance Corp. 
of 


BALTIMORE, MARYLAND 
Incorporated 1882 


T. J. Mohan, Vice Pres. Charge of Fiela 
A. Victor Weaver, Treas. 


J. N. Warfield, Pres. 
A. W. Mears, Sec’y. 














The Home Life Insurance Company 


of America 


PROTECTS THE ENTIRE FAMILY 


Home Life agents are equipped to serve every need for 
life insurance. Modern policies are issued, on both Indus- 
trial and Ordinary plans. from birth to 64 next birthday. 


A policy for every Purse and Purpose 


Basil S. Waish Bernard L. Connor John J, Gallagher 
PRESIDENT SECRETARY TREASURER 


Independence Square Philadelphia. Penna. 








THE SPECTATOR, March 2, 1939—27 








COMPANY HAPPENINGS 


The Jefferson Standard Life of Greensboro, N. C., has 
opened two new branch offices in South Carolina. B. Rus- 
sel Langiey, formerly district manager at Greenville, has 
been made manager of the new Greenville Branch Office 
under which western South Carolina will be operated. 
Carlyle Gee, formerly cashier of the Charlotte Branch 
office, is manager of the new branch office at Columbia 
under which eastern South Carolina will be operated. 

Changing of the name of the Cooperative Life Insurance 
Co. of America to the Farm Bureau Life Insurance Co., 
has been accepted and approved by Insurance Commis- 
sioner John Lloyd, of the Ohio State Insurance Depart- 
ment. 

A direct reporting branch office, all lines, was opened at 
Houston, Texas, on March 1, by the Travelers insurance 
companies. 


ASSOCIATION NEWS 


Bart Leiper, manager of advertising and sales promo- 
tion for the Provident Life and Accident Insurance Co, of 
Chattanooga, Tenn., has been named chairman of the press 
committee of the Life Advertisers Association. Serving 
with Mr. Leiper will be Kenneth R. Miller, of the Atlantic 
Life of Richmond; A. H. Cooper, of the Provident Mutual 
of Philadelphia, and E. S. Wescott, of the Bankers Life 
Insurance Company of Lincoln. 

Earle W. Brailey, general agent of the New England 
Mutual Life of Boston, Mass., has been elected chairman 
of the Life Underwriters-Trust Officers Club at Cleveland, 
succeeding Robert J. Izant. 

The Life Underwriters’ Association of the City of New 
York has announced that the estimate of total sales of 
life insurance in New York city for January, 1939, is $64,- 
744,000, as compared with $45,959,000 in January, 1938, 





Announcement 


nation’s life insurance companies . . . 


F. A. CHAMBERLAIN 
Chairman Executive Committee, 
First National Bank and Trust Co. 
E. W. DECKER 
Decker, Barrows & Company 
C. T. JAFFRAY 
Chairman of Board, Minneapolis, 
St. Paul & Sault Ste. Marie Ry. 
THEODORE WOLD 
Chairman of Board, Northwestern 
National Bank & Trust Co. 
E. L. CARPENTER 


Chairman of Board, 
Shevlin, Carpenter & Clarke Co. 


Company 


T. F. WALLACE 


O. J. ARNOLD 








This compact body of able, outstanding business leaders of the 
Northwest has actively directed the affairs of Northwestern air corps; students; physicians and 
National Life during a notable period of its development. Three 
of these men have served on NWNL’s Board of Directors for more 
than thirty-three years, and none has served less than eleven 
years—they average over twenty-one years of service. NWNL 
salutes this distinguished Board which has established a tradition 
of security that has placed NYNL among the soundest of the 
and welcomes to its Direc- thus purchased, the groups were: 
torate Mr. G. Nelson Dayton (elected January 30, 1939) who 
will henceforth add his sound business judgment to its counsels. 


NWNL’s Board of Directors 


“It has been an important feature of the management of this company that 
its affairs are actively supervised by its directors.” —Best’s Life Insurance Reports 


A. F. PILLSBURY 
Treasurer, Pillsbury Flour Mills ers; managers of iron and_ steel 


Chairman of Board, 

Farmers & Mechanics Savings Bank 
FRANK T. HEFFELFINGER 

President, F. H. Peavey & Company 


G. NELSON DAYTON 
President, The Dayton Company 


President, Northwestern National 
Life Insurance Company uf} oe 


Brokers and Bankers 
Still in Lead 


Brokers, bank managers and real 
estate company officials led all other 
occupational groups last month in the 
purchase of life insurance policies for 
$10,000 or more, according to the 
Lincoln National Life Insurance Com- 
pany’s monthly survey. They led 
both in number of policies and in total 
amount of insurance bought. Among 
the high ranking groups were students 
and housewives. 

Occupational groups listed accord- 
ing to number of big policies pur- 
chased were: Brokers, bank managers 
and real estate company officials; of- 
ficers of the army, navy and marine 


surgeons; housewives; teachers; man- 
agers of iron and steel works; whole- 
sale dealers; managers of printing 
and publishing companies; lawyers, 
judges and justices; and building con- 
tractors. 

Listed according to the total amount 


Brokers, bank managers and real 
estate company officials; officers of 
the army, navy, and marine air corps; 
students; managers of woolen and 
worsted mills; physicians and sur- 
geons; managers of printing and 
publishing companies; housewives; 
lawyers, judges, and justices; teach- 


works; wholesale dealers; and public 
service officials. 





HARRY S. TRESSEL 


Certified Public Accountant 
and Actuary 


10 S. La Salle St., Chicago, Il. 


Associates: 
M. Wolfman, A.A.1.A. 


N. A. Moseoviteh, Ph.D. 
Franklin 4020 
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BUSINESS IN BRIEF 


By WINTHROP A. HAMLIN 


that it will mean something more fundamental, more 
genuine, on this side of the Atlantic than it has during 
the past six months in Europe. Last week Secretary of 
the Treasury Morgenthau and Secretary of Commerce 
Hopkins gave more or less definite assurance that the 
Administration is not planning any new taxes, and Sec- 
retary Hopkins in his Des Moines speech further ex- 
tended a conciliatory hand toward business—which eyed 
it with some skepticism. The Administration, which 
started out six years ago driving Recovery and Reform 
as a team, apparently has at last been convinced by the 
autumn’s elections and other setbacks that Reform is too 
wild a horse for most Americans just now, and that 
Recovery had best pull the economic policies of the Gov- 
ernment for the next two years. 


A PPEASEMENT is the word these days, and we hope 


* a 


ABOR has swung back into the headlines at least 
twice lately. Last Monday the United States 
Supreme Court handed down three 5-2 decisions adverse 
to the National Labor Relations Board; one of the deci- 
sions, read by Chief Justice Charles Evans Hughes in 
the Fansteel case, gives the long awaited high judicial 
ruling that brands sit-down strikes as illegal. Last week 
President Roosevelt asked “dear John” Lewis of the CIO, 
and “dear Bill’ Green of the AFL, to appoint committees 
for the negotiation of peace between those warring fac- 
tions. William Green promptly named the three AFL 
representatives but added certain severe reservations 
that would surely make negotiations difficult if not im- 
possible, chiefly by excluding the principle of industrial 
organization which is basic with the CIO as against the 
craft or trade philosophy of the AFL. On Tuesday of 
this week John Lewis complied with President Roose- 
velt’s request, including himself as one of the three CIO 
representatives. If solid industrial peace eventuates 
from the deliberations of these committees, it will prove 
a boon for both Recovery and Reform. 
. * ~ 
parte te average security prices in the weeks 
ended Feb. 18 and 25, 1939, according to the New 
York Herald Tribune, closed on the New York Stock 
Exchange as follows. 


Feb. 18 Feb. 25 
Tuesday Saturday Monday Saturday 
70 industrials.. 139.90 140.60 139.64 141.06 
30 rails....... 23.04 23.56 22.93 24.15 
100 stocks...... 104.84 105.49 104.63 105.99 
30 bonds ...... 87.43 87.84 87.40 88.14 
* * * 


oo steel ingot production in the United States 
declined last week 1 point to 54 per cent of capa- 
city, as The Iron Age estimates, its steel scrap composite 
price rose to $15.08, the highest level since October, 1937. 


* * * 


OTTON futures advanced 5 to 12 points last week, 
while grains showed little change. Wheat prices on 
the Chicago Board of Trade last week gained % to % 
cent, corn registered similar fractional advances, and 
oats and rye closed slightly lower. 





THIS WESTERN WORLD 


By W. EUGENE ROESCH 


HE spread of influenza cases in Illinois, Indiana and 

Wisconsin has caused some alarm to life companies 
with heavy outstanding liability in those states. Fortu- 
nately, the number of fatalities in the current epidemic 
has been less than expected considering the prevalence of 
the disease. Most of those which have occurred have been 
from instances where the fiu has not been properly recog- 
nized and treated, with the result that dreaded pneumonia 
set in. 


PPARENTLY this year’s contagion is less virulent, 
A though more frequent, than formerly. Medical au- 
thorities seem to agree that the very speed of distribution 
has tended to render individual cases less severe. Person- 
ally, I bumped into the influenza situation with a vengeance 
when I visited Madison, Wis., last week. On the day of 
my arrival there were about 2500 listed cases of flu in 
that city alone—a high incidence for any disease in such 
a relatively circumscribed area. Schools, of course, suf- 
fered most, but even a slight sneeze in public was enough 
to draw that “stay away from me” look from those nearby. 


* 


LL in all, I was glad to be able to sit down for a chat 
A with N. J. Frey, president, and Gordon D. Adams, 
vice-president, of the Wisconsin Life Insurance Co. Their 
extensive knowledge of insurance conditions in the Badger 
state, plus their live interest in trout fishing as a sport, 
kept the conversation along pleasant and absorbing lines. 
The Wisconsin Life is now in its forty-fourth year and, 
during 1938, increased its assets by $413,190 to a total 
of $5,696,794, belonging to 14,017 policyhoiders located 
in 47 states and 12 foreign countries. Excess of income 
over disbursements for the company in 1938 was $407,805. 


* te * 


A for this trout fishing business—well, the season will 
soon be opening in many sections and Vice-President 
Adams told me a few tales that I didn’t really believe 
(being a trout fisherman myself!) until he showed me the 
photograph which appears below. The trout there pictured 
were caught by Henry Bush and Mr. Adams on one of their 
trips some months ago. The former is a partner in the 
well-known Madison general insurance agency of Hanks 
& Bush and, judging by the fish taken, he and Mr. Adams 
are a couple of knowing piscators! 
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SOCIAL SECURITY 


(Continued from page 26) 


general taxes by way of grants-in-aid 
to states for old-age security. 


2. Those retiring in early years will 
in any event get far more for their 
money than will those who retire 
later. 

3. While exact future costs under 
the insurance system cannot be de- 
termined with accuracy, they will be 
great and “Government finances 
should not suffer through reduction 
in revenue from payroll taxes.” 


Recommendations of the Advisory 
Council 


The Council holds that it is ap- 
propriate for the Government to par- 
ticipate in financing the old-age in- 
surance system and that the principle 
of approximately equal contributions 
by the employer, the employee and the 
Government is sound. It would estab- 
lish a “reasonable contingency fund” 
and would make no changes in the 
tax schedule of title VIII until after 
the results of a study “as to the 
proper planning of the program of 
payroll taxes and governmental con- 
tributions” are reported prior to 
January 1, 1942. 

The Council emphasizes its view 
that plans for financing must take 
account of the fact that “far larger 
total disbursements are inevitable in 
the future” than in the early years 
after annuity payments begin and 
that the “treasury reports should 
annually estimate the load of future 
benefits and the probable product of 
the associated tax program.” 

The Council would do away with 
the Old-Age Reserve Account and 
suggests that all taxes levied by title 
VIII less cost of collection be per- 
manently appropriated to a trust fund 
with designated trustees, the fund be- 
ing “dedicated exclusively to the pay- 
ment of the benefits provided under 
the program and, in limited part, to 
the costs necessary to the administra- 
tion of the program.” 


The Advisory Council supports 
most of its recommendations with defi- 
nite arguments. It defends Federal 
participation in financing on the 
ground that since old-age dependency 
is a national problem, the nation as 
a whole will profit from the payment 
of old-age insurance benefits; and it 
adds that this defense is strengthened 
as the scope of the plan is broadened 
because relief and other needs-test 
benefits supported by general taxa- 
tion, will be reduced by the insurance 
benefits. It also suggests that there 
are definite limits “in the proper use 
of payroll taxes.” 
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The Council’s reasons for recom- 
mending a contingency reserve have 
already been given. A trust fund in- 
stead of the Old-Age Reserve Account 
was recommended because: 


1. The Council believes that a legal 
separation of titles II and VIII is no 
longer necessary in the light of recent 
court decisions; 


2. Since the taxes are essentially 
contributions to finance the benefit 
program, it is logical and expedient 
that they be automatically credited to 
an old-age insurance fund; 


3. The suggested procedure would 
“enhance public understanding of the 
contributory insurance system.” 


The Council’s reasons for waiting 
until about 1942 before revamping 
methods of contributions were that 
time and matured data are necessary 
for thorough study of the question, 
and that no immediate change is 
necessary if a contingency reserve is 
to be accumulated. The Council’s dis- 
cussion of financing begins by point- 
ing out that flexibility as well as con- 
servatism are necessary in financial 
planning, and that since the cost of 
future benefits as well as the sources 
of state income can only be estimated, 
“frequent revaluation of future costs 
and future income are essential to 
the safe planning of the system.” 

Perusal of these two sets of recom- 
mendations suggests the significance 
of the statement in the Advisory 
Council’s report that “much of the 
present controversy in regard to the 
financing of the old-age insurance 
program has been concerned with 
long-run future policy.” Neither the 
Board nor the Council would change 
the tax schedule of title VIII before 
the year 1942. Both favor eventual 
governmental participation in the 
cost. The Board is ready now to say 
that the present pay-roll tax schedule 
should not be lowered; this means 
that taxes should proceed by the year 
1950 to the 3 per cent limit of the 
present schedule. The Council recom- 
mends further study with the prospect 
of the Government beginning to con- 
tribute a third of the cost, perhaps 
in 1942. But it insists that the present 
tax schedule should not be disturbed 
until such time as definite provision 
is made for governmental participa- 
tion in financing. It is significant that 
the Council recommends continual 
study of this question after 1942 in- 
stead of attempting to establish either 
now or then a schedule of payroll 
taxes that might become frozen. 


While the Board suggests no change 
with reference to the Old-Age Reserve 
Account, the Advisory Council would 
abandon entirely the fiction of com- 


plete separation of titles II and VIII, 
The Council favors a contingency re. 
serve in order to avoid the possible 
necessity of hurried action on the part 
of Congress either to appropriate dj- 
rectly for payment of benefits or to 
make an unscheduled change in tax 
or contribution rates in an emergency, 
While the “investments” of such a 
fund would be merely I.0.U.’s of the 
Government, administrative officers 
would be authorized to turn them in- 
to credit for payment of benefits 
without special action by Congress 
that might be necessary if no reserve 
existed. 

Perhaps it is well that both reports 
refrained from extensive discussion of 
the question of reserves similar to 
those required of life insurance com- 
panies. The Advisory Council merely 
states that “under social _ insur- 
ance programs it is not necessary to 
maintain a full invested reserve such 
as is required in private insurance, 
provided definite provision is made 
for governmental support of the sys- 
tem.” The Board makes no reference 
to the provision of title II which de- 
termines the method of calculating 
appropriations authorized for the Old- 
Age Reserve Account. These are to 
be “an annual premium to provide for 
the payments required under this 
title, such amount to be determined on 
a reserve basis in accordance with 
accepted actuarial principles.” 

But this is probably of no particu- 
lar importance because the Board sug- 
gests eventual contributions by the 
Government and, if this can, in some 
way, be incorporated into the Act 
now, the annual contributions needed 
can readily be interpreted to be mere- 
ly the wage taxes collected. However, 
if prospective benefits are substantial- 
ly increased, especially for early 
years, and no change is made in the 
wording of Section 201 (a) of the Act 
with reference to appropriations to 
the Old-Age Reserve Account, the Sec- 
retary of the Treasury may not find 
it so easy to say that appropriations 
to the Account shall be merely wage 
taxes collected under title VIII. In 
other words, amendment of the Act 
with respect to benefits only, would, in 
form, leave the old-age insurance sys- 
tem, as the Board’s report says the 
present Act contemplates, “a fully 
financed system for all time to come”; 
and the increased benefits would re 
quire higher “annual premiums” than 
do the benefits now provided. Using 
the Treasury’s assumption that the 
present schedule of wage taxes is just 
sufficient to finance the benefits now 
written into the Act, additions to the 
“annual premium” in excess of taxes 


(Continued on page 32) 
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THE 


= 


pioneer 
news magazine will tell the Bank- 
ers/ife national advertising story to 


Time, 


its 700,000 plus readers, begin- 
ning with the March 20th issue... 
Contiuued, as in the past, on the 
Bankers/ife advertising schedule 
will be Saturday Evening Post and 
Collier's . . . 
—BLC— 

Pithy proclamation of the month 

by Bankerslife Agency Manager 
F. W. Darling, Cedar Rapids, 
lowa: “Opportunity is hammering 
at your door; don’t ask her to kick 
in the panels.” 


—$i.C— 
Than Mrs. Ethel M. Furlong, 
Ilion, New York, and son, Fred- 


eric Remington Furlong, Coeymans, 
New York, no two people are more 
excitedly pleased about Bankers- 
life’s 60th Anniversary Calendar, 
with its reprints of six famous 
Frederic Remington ‘‘Westerns” 
Mrs. Furlong became an ar- 
dent Remington enthusiast in the 
winter of 1905, when Collier's 
Weekly reproduced some of his 
paintings When a son was 
born to Mrs. Furlong, she named 
him after Remington, later sent 
him to college in Canton, birth- 
place of the artist . . . In Canton, 
the son married a second cousin 
of Remington! . . . Now principal 
of Coeymans high school, Mr. Fur- 
long is the father of a son, Fred- 
eric Remington Furlong II! . . . 


—BLC— 


Post-season football “Bowl” pro- 
moters may pick up an idea from 
Wisconsin where two Bankerslife 
Agencies—Appleton and Chippe- 
wa Falls—are engaged in a “Snow 
Bowl” contest for production su- 
premacy . . . Appropriately named 
is the contest; heavy winter snows 
in the Badger state mean much 
moisture for the growing season, 
good crops and good times for 
butcher, baker and _ candlestick 
maker . . . and increased opportu- 
nities for alert life insurance sales- 
men... 


BANKERS LIFE 
OE MoINES COMPANY 
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(Continued from page 30) 


collected under the present schedule, 
should be equivalent in value to what- 
ever the proposed changes in benefits 
would require in the way of govern- 
mental contributions. It would, there- 
fore, seem that the Board will have 
to give up the idea of a fully financed 
system if its proposed amendments 
are accepted, and make definite provi- 
sion for governmental contributions 
or else the Treasury will have the 
task of actually making an indepen- 
dent calculation of the “annual pre- 
mium” required for appropriation 
under title II, without reference to 
the amount of taxes that may be col- 
lected under title VIII. If the recom- 
mendations of the Council could be 
made effective, the whole idea of a 
reserve based on accepted actuarial 
principles would be abandoned. In its 
place would stand a modest contin- 
gency reserve and a procedure by 
which contributions or benefits or both 
would be adjusted at frequent inter- 
vals to see that obligations could be 
met. 
The Question of Cost 

Complete agreement seems to exist 
that much care should be taken to pre- 
vent the possibility of writing into the 
Act a set of benefits that cannot re- 
tain popular approval when the cost is 
known. But an enthusiast for the in- 
auguration of particular benefits may 
minimize the cost with perfect hon- 
esty; such is human nature. On the 
other hand, those who have the re- 
sponsibility of giving warning signals 
may just as honestly magnify the 
probable cost of novel proposals. Ad- 
mitting the extreme difficulty of esti- 
mating some of these costs, it does 
seem important that proposals should 
be made definite as to details, that 
painstaking efforts should be made to 
estimate the costs, and that detailed 
recommendations should include esti- 
mates of cost and should suggest defi- 
nite factors of safety in proposals for 
financing. 


Agreed on Cost 


The Board and the Council agree 
that the ultimate cost of the Federal 
benefit plan should not be increased 
and estimate that their proposals are 
in keeping with this philosophy. In 
the Council’s judgment, the benefits 
it recommends for widows and or- 
phans can be financed by the saving it 
recommends in lump sum death bene- 
fits and payments to single annui- 
tants. It is pointed out that the cost 
of proposed benefits to wives of pen- 
sioners will gradually decrease as 
more and more of these wives have 


substantial benefits as a result of 
their personal participation in the 
plan. Furthermore, it is clear that so 
long as the plan favors short service 
pensioners the eventual cost will be 
substantially reduced if the coverage 
can be extended so as to reduce the 
proportion of members having only 
short periods of “covered” service. 


Shy on Guesses 


It is unfortunate that while both 
reports are rather definite in their 
contentions that their proposals will 
not increase the ultimate cost of the 
plan, neither is willing to venture an 
opinion as to whether or not the 
schedule of taxes in the present Act 
is adequate for the complete financing 
of the benefits now provided. Further- 
more, neither report makes an esti- 
mate of the increase in cost in early 
years that would result from its rec- 
ommendations. Both recom- 
mend the starting of benefits in 1940 
instead of 1942 but neither 
conditions for eligibility or the for- 
mula for benefits to be made avail- 
able in 1940. Of course, these details 
would appear in any proposed amend- 
ment, but until they are determined 
upon, estimates of cost are out of the 
question. Perhaps the Board and the 
Council had estimates of the cost of 
definite proposals, but none such are 
given in their reports. 

It seems reasonable to expect that 
Federal officials, either in the Trea- 
sury or the Social Security Board, 
should recommend a clear-cut method 
of financing this plan and that recom- 
mendations as to wage taxes should 
emerge from this method and careful 
estimates of cost of whatever benefits 
are proposed. It is not satisfactory 
to recommend the indefinite continu- 
ation of a schedule of taxes merely 
because it is now a matter of law in 
connection with a set of benefits that 
it is proposed to modify radically. 
Nor is it satisfactory to suggest the 
freezing of such a schedule merely 
because those retiring soon will get 
far more than their taxes could buy 
in the market or because the “exact 
future costs” cannot be determined 
with desired accuracy. We shall know 
the cost of benefits from year to year 
and should have definite ideas of the 
rapidity with which a contingency re 
serve should be built. 

(Concluded on page 34) 
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WAY DOWN EAST 


By TOM EAGAN 


IS ideas are not orthodox, but to me he is tops when I 

am tired of hearing the usual stuff and want some 
mental relaxation. I saw him last week and, receiving his 
surly greeting, ventured that there was a hearing down 
in Washington. He saw it was a lead question and he 
eyed me while he debated whether to continue clearing his 
desk or whether to enjoy himself as he knows best. “Do 
you mind,” he said, “what I quietly stated to you several 
years ago about the distinction between selling a man what 
he didn’t think he wanted as against getting him to join 
a mutual financial club that would solve his money trou- 
bles?” He had stated such a thought in a very vehement 
manner, but I gave no nod of assent, although I had 
marked it well at the time. He doubted my silence but 
after a thought collecting moment he was under way in 
his purring style that I knew could change quicker than a 
baby’s tears. 


44ONG ago,” he began, “I noticed that people disliked 

L’ the banks in which they kept their money and all 
for the reason that the overdressed bankers, lacking civil- 
ity and learning, acted as if it were their own money. They 
made no friends and of them was born suspicion; they 
had no favors to grant anyone. Now I also saw that if I 
was to act the same I would be closing a window to the 
value of friends and not allow them to work for me as any 





Most people are glad to accom- 
modate you if they can at the one and same time accom- 
modate themselves, but no man is swift to leave his money 
go for something he cannot behold. But,” he -paused for 
effect, “is there a man alive that cannot behold the bene- 


triend 1s forever glad to. 


fits of my insurance company? There is not!” he threw 
in, if I had any doubts. “For thirty years I have been 
doing people the grand favor of bringing to their attention 
the privileges and prerogatives of the members of the 
grandest mutual insurance company on the face of this 
gray and brown earth. I have spent time beyond all rec- 
ord in making people see that it was their company and 
it was glorious for them to belong to a select group like 
themselves that shared and shared alike in any extra 
money that we would have when those whom we employed 
had accounted for it at the tail end of each calendar year.” 


Mt OW,” he said in the tone of a schoolmaster, “the 

N visible side of success is growth and unless cared 
for in time, bigness destroys itself. A man is afraid of 
a big thing because it makes him feel puny. He will on 
general principles help to destroy anything big and the 
only cure for this fear, which is as old as the fear of 
night, is to make men a part and parcel of the big things. 


4 HIS I have tried to do all my life in this business and 

as to whether or no I have succeeded I will leave to 
someone else to say. But,” he eyed me through half closed 
lids, “a man said to me last night; ‘John, I don’t mind the 
antics of them investigating devils down in Washington 
but are they paying the expenses of our man who went 


down there on their invitation?’ ” 








WEEKLY INVESTMENTS OF LIFE COMPANIES 


Companies reporting: American United, Bankers Life of 
Iowa, Bankers Life Ins. Co. of Neb., Business Men’s As- 
surance, California-Western States Life, Connecticut Gen- 


Franklin 
America, Life Insurance Co. of Virginia, Lincoln National, 
Mutual Benefit, National L & A, Northwestern Mutual and 


Life, General American, Guardian Life of 








eral, Connecticut Mutual, Continental American Life, the Phoenix Mutual Life Ins. Co. 
Amount Per Cent Amount Per Cent Amount Per Cent Amount Per Cent 
Invested to Invested to Invested to Invested to 
Jeek Total Week Total Week Total Week Total 
Ending Invest- Ending Invest- Ending Invest- Ending Invest- 
Loans Jan. 28 ment Feb. 4 ment Feb. 11 ment Feb. 18 ment 
On Farm Property ..........cccccceess $349,158 3.21 $577,510 9.36 $323,693 2.88 $526,846 7.64 
On Dwellings and Business Property.... 2,380,909 21.87 1,992,067 32.27 1,955,249 17.42 1,541,389 22.34 
| ORC RPA hhae: $2,730,067 25.08 $2,569,577 41.63 $2,278,942 20.30 “$2,068,235 —«-29.98 
Railroad Securities 
DR cata in cn dk Gneceakadnucaces $202,226 1.86 $167,828 2.73 $596,450 5.31 $174,000 2.52 
DY ccdtictiet dhdcitobeniaweeadamene-° « atediy a = =)=)——tC el , eee q 
ea $202,226 1.86 $167,828 2.73 $596,450 5.31 $174,000 ’ 2.52 
Public Utility Securities 
RRR ye ea $901,171 8.28 $1,158,915 18.77 $1,465,239 13.05 $1,426,228 20.67 
AN A ASE GARE GE OT IL en. nn rs a 30,000 -27 25,000 .36 
REE ee reer $901,171 8.28 $1,158,915 18.77 $1,495,239 4 13.32 "$1,451,228 j 21.03 
Government Securities 
U. S. Government Bonds.............. $5,998,516 55.11 $1,284,375 20.81 $5,080,797 45.27 $721,800 10.46 
NR di os Shi Nie edb ene ee ee Ge”. Nees seek) axe oun 
Bonds of Other Foreign Governments. . seeee tee te eeee —. @=—rti—“‘i‘“‘“‘ié SS we os |  » =aeaee eoes 
State, County, Municipal .............. 999,333 9.18 904,233 14.65 1,749,847 15.59 1,894,966 27.46 
DE chrp age Os oe tos $6,997,849 64.29 $2,188,608 $5.46 $6,830,644 60.86 "$2,616,766 37.92 
Miscellaneous Securities 
Dhthincerisdnkectabentdesudousdeas $27,007 -25 $15,000 re os $239,813 3.48 
ee i a 8 ee 26,386 -24 72,118 1.17 $22,767 .20 350,244 5.08 
BA een 4 $53,393 49 $87,118 1.41 $22,767 20 $590,057 8.56 
Recapitulation 
ERTS RE Pe eee $8,128,253 74.68 $3,530,351 57.20 $8,892,333 79.23 $4,456,807 64.59 
Sst ewitidwdulahandeicchauchann sean 26,386 24 72,118 1.17 52.767 ar, "375.244 5.43 
Ets 6S+indusbecdaatienianmiehenad 2,730,067 25.08 2,569,577 41.63 2,278,942 20.30 2,068,235 29.98 
Reais al $10,884,706 100.00 $6,172,046 100.00 $11,224,042 100.00 $6,900,286 100.00 
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SOCIAL SECURITY 


(Concluded from page 32) 


To the writer it seems unfortunate 
that the Board thus clings to the 
recommendation that the schedule of 
wage taxes should remain for years 
substantially above anticipated out- 
lays for benefits. Even the Advisory 
Council’s recommendation is hardly in 
keeping with the reasons it gives for 
the creation of the contingency re- 
serve. Accepting these reasons fully, 
it would seem logical to lay definite 
plans for the building of this reserve 
and to fix taxes so as to cover the out- 
lay thus created and the cost of cur- 
rent benefits. Certainly the prospect 
of needing a substantial contingency 
reserve soon is not great and the ad- 
visability of building it rapidly, even 
before benefits are paid for which the 
Act was created, is doubtful to say 
the least. 

If the building of this reserve con- 
sisted of actual savings, we might 
become enthusiastic about doing the 
job in the early years while the out- 
lays for current benefits are small. 
But this elementary conception is now 
pretty well exploded. Thanks to such 
articles as that by John T. Flynn in 
Harper’s Magazine for February, 
1939, it is becoming very generally 
recognized that the special 3 per cent 
Government bonds in the Old-Age 
Reserve Account that would consti- 
tute this contingency reserve repre- 
sent spending rather than saving. 
They simply measure the extent to 
which miscellaneous bills of the 
United States Treasury have been 
paid by wage taxes. There was only 
one other thing that could have been 
done with the money and that was to 
buy up and retire a corresponding 
amount of ordinary Government 
bonds—a procedure that was in no 
way prevented by the limitation on 
the Old-Age Reserve Account that 
its investments must yield 3 per cent. 

It is most seriously submitted that 
if wage taxes are to pay miscellane- 
ous expenses of Government or to 
retire the public debt, this should 
result from deliberate choice of taxing 
policy rather than under the guise 
of building a “reserve fund” popu- 
larly conceived to be savings set aside 
for a particular purpose. From either 
a social or an economic standpoint, 
is it best that we levy against wages 
for funds to pay miscellaneous ex- 
penses of the United States or to re- 
duce the national debt? We have 
never thought so before. 


Rude will be the awakening when 
it is fully realized that the “invest- 
ments” of the Old-Age Reserve Ac- 


34—THE SPECTATOR, March 2, 1939 


count are only instruments by which 
Government officials can force the 
means of paying old-age benefits with- 
out waiting for Congress to act and 
that these payments will have to be 
supported by taxes collected after 
Government officials have so acted, 
even though taxes were previously 
collected for the avowed purpose of 
creating these “investments.” 

It seems essential that an act cre- 
ating a Federal plan for old-age bene- 
fits to be available as rights should 
state how those benefits shall be 
determined. At the same time we 
are conscious of the fact that we can- 


“not bind future generations to the 


payment of any particular benefits— 
nor would we wish to if we could. 
We cannot look into the distant fu- 
ture to find whether the benefits that 
we write into our plans at present 
will be ridiculously inadequate or 
utterly impossible of fulfillment. We 
can be pretty sure that those able to 
work in future generations will find 
it possible to support modestly those 
unable to work. But we have no way 
of knowing now how many dollars of 
monthly income will be necessary for 
this in the distant future. 

In our corporate dealings we have 
made little headway with contracts 
that are flexible as to monetary con- 
siderations. Perhaps mutual life in- 
surance is as good an example of this 
as is to be found in extensive con- 
tractual operations, although this is 
a one-sided arrangement in that the 
company must reorganize if it can- 
not maintain its minimal promises. 
“Rubber” dollars and contracts in- 
volving considerations based on index 
numbers are little beyond the discus- 
sion stage. 


Social Insurance New 


The concept of social insurance is 
relatively new to us. We therefore 
think of it, plan for it, and measure 
it in terms of conventions that are 
older. Insurance is a method for the 
spreading of risk. Perhaps it began 
by sharing the losses of individuals 
after those losses occurred. Later the 
members of the group subjected them- 
selves to minimal assessments with 
the understanding that additional 
levies should be made when needed. 
The minimal assessments covered 
what might be expected as normal 
losses for the group and created a 
contingency reserve. But this method 
was usually unsatisfactory—perhaps 
because the group was a voluntary 
coalition and not the whole com- 





munity. And so we have moved on to 
a method by which an insurance ¢or- 
poration promises, for a fixed consid. 
eration, to pay claims to the extent 
of the losses incurred, within limits, 
or to pay a stated amount. If at any 
time the corporation cannot meet its 
promises, it is liquidated. This kind 
of insurance is our yard-stick for 
measuring social insurance proposals, 

We think of an insurance contract 
as a hard and fast agreement be- 
tween a living individual and a heart- 
less, wealthy corporation. This agree. 
ment must be performed regardless 
of how ill-advised it may prove to 
have been. And, too often, the cor- 
poration takes exactly the same atti- 
tude. Too often the letter of the bond 
is uppermost in mind with consequent 
eclipse of the idea of sharing a risk. 

Perhaps life insurance companies 
are the most vulnerable in this re- 
spect. In early years insurance of 
all kinds was for short periods of 
time. But life insurance companies 
now issue contracts that may bind 
them for more than half a century, 
despite the variations that may occur 
during such a period in factors that 
are basic for calculations such as 
mortality and interest rates. 

No wonder it is hard to get away 
from these ideas when we consider 
social insurance. No wonder the con- 
tributor under a Federal old-age pen- 
sion plan thinks his contributions are 
purchasing a definite benefit for him 
to be received in years to come. Yet 
it is becoming increasingly clear that 
present contributors are merely pay- 
ing the social insurance benefits now 
being received, and whatever other 
Federal bills their contributions will 
cover, and that by so doing they are 
helping to establish a custom that 
will make it more likely than would 
otherwise be the case that benefits 
similar in kind will be paid when they 
qualify as beneficiaries. Of course, the 
continuity of the mass flow of indi- 
viduals from the status of contribv- 
tors to that of beneficiaries is the 
best assurance that changes in mag- 
nitude of benefits will be gradual; but 
we must expect such changes to keep 
the plan adjusted to the ability and 
the willingness of the workers 
support the remainder of the popula 
tion. And as this point of view is 
gradually accepted, contributors will 
come to realize that their sacrifices 
are not in the nature of saving for 
their old age or other beneficial status 
but, rather, that so far as they are 
concerned, their contributions merely 
place them among eligibles for pro& 
pective benefits and give them a bet 
ter society in which to live during 
their working years. 
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9th EDITION 
Now 


FEBRUARY 24, 1939 
N E W— Editor —Tables — Size — Uses 


An old friend of thousands of insurance men 
and companies for over three generations ap- 
pears in new size, style, and contents. 

Edited by the eminent authority on life insur- 
ance, Mr. Edward B. Fackler, LL.B., F.A.S., this 
9th Edition is a worthy successor to the 8 previous 
editions since 1872. 

Tables have been expanded. Juvenile policies 
are included for the first time. Standard Indus- 
trial and Sub-Standard Industrial bases, with 3!/, 
per cent interest, are included. In every way the 
usefulness of the book has been enlarged. 

Since the first small edition in 1872 of a few 
score pages, 7 by 5 inches, the volumes have 
grown until this 9th Edition covers 596 pages, 
10% by 7% inches in size, published on strong 
white paper, well bound. 

In spite of greatly increased costs since 1912, 
and sixty more pages of a larger size, The Spec- 
tator is pleased to offer the new 9th Edition at 
the same price of $20. 





Down Through The Years 
All Published by The Spectator 


1872—Ist Edition by Nathan Willey 


1876—2nd “ Revised by R. G. Hann 
1880—3rd " : " H.W. Smith 
1889—4th  " + " H. W. Smith 
1892—5th  " #6 " H. W. Smith 
1898—6th " 2 " J. Tatlock, Jr. 
1906—7th " " "Henry Moir 
1912—8th " " "Henry Moir 


8th and Last Previous Edition Compiled 27 Years Ago — 1912 
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Name of Company 


Acacia Mutual Life Ins. Co., Washington, D. C. 
% Increase in 1938 over 1937 

American Citizens Life Ins. Co., 
% Increase in 1938 over 1937 

American Mut. Life Ins. Co., Des Moines, Iowa 
% Increase in 1938 over 1937 


Columbus, O. 


American Savings Life Ins. Co., Kansas City, Mo. 


% Increase in 1938 over 1937 

Bankers Life Company, Des Moines, Iowa 
% Increase in 1938 over 1937 

Boston Mutual Life Ins. Co., Boston, Mass. 
% Increase in 1938 over 1937 

Calif.-West. States Life, Sacramento, Calif. 
% Increase in 1938 over 1937 

Conn. General Life Ins. Co., Hartford, Conn. 
% Increase in 1938 over 1937 

Conn. Mutual Life Ins. Co., Hartford, Conn. 
&% Increase in 1938 over 1937 

Continental Assurance Co., Chicago, II!. 

% Increase in 1938 over 1937 
Eureka-Maryland Assur. Corp., Baltimore, Md. 
% Increase in 1938 over 1937 
Farmers & Bankers Life Ins. Co., 

% Increase in 1938 over 1937 
Federal Old Line Life Ins. Co., 
% Increase in 1938 over 1937 
Fidelity Mutual Life Ins. Co., Phila., Pa 
% Increase in 1938 over 1937 
Girard Life Ins. Co., Phila., Pa 
% Increase in 1928 over 1937 
Great American Life, San Antonio, 
% Increase in 1938 over 1937 
Guarantee Mutual Life Co., Omaha, Nebr 
% Increase in 1938 over 1937 
Gulf Life Ins. Co., Jacksonville, Fla 
% Increase in 1938 over 1937 
Home Security Life Ins. Co., Durham, N. C 
% Increase in 1938 over 1937 
Independent Life Ins. Co., Baltimore, 
Increase in 1938 over 1937 
Indianapolis I afe Ins. Co., Indianapolis, Ind 
Q neres ase in 1938 over 1937 
Lamar Life Insurance Co., Jackson, 
% Increase in 1938 over 1937 
Lincoln Nat"! Life Ins. Co., Fort Wayne, 
% Increase in 1938 over 1937 
Manhattan Life Ins. Co., New York, N. Y 
Increase in 1938 over 1937 
Massact vusetts Mutual Life, Springfield, Mass 
Increase in 1938 over 1937 
Mas Savings Bank Life Ins. & Ann., 
Increase in 1938 over 1937 
Mode orn Life Ins. Co., St. Paul. Minn 
% Increase in 1928 over 1937 
Monare h Life Ins. Co., Springfield, Mass 
Increase in 1938 over 1937 
eee Life Ins. Co., Baltimore, 
% Increase in 1938 over 1937 
Northwestern Mutual Life, Milwaukee, 
% Increase in 1938 over 1937 
Ohio State Life Ins. Co., Columbus, Ohio 
% Increase in 1938 over 1937 
Peninsular Life Ins. Co., Jacksonville, Fl 
Increase in 1938 over 1937 
Penn Mutual Life Ine. Co., Philadelphia, Pa 
% Increase in 1938 over 1937 
Ph ilade ‘Iphia Life Ins. Co., Philadelphia, Pa. 
Increase in 1938 over 1937 
Poakees ‘rian Ministers Fund, Philadelphia, Pa.. 
% Increase in 1938 over 1937 
Provident Mut. Life Ins. Co., Philadelphia, Pa. 
> Increase in 1938 over 1937 
Republic Nat'l Life Ins. Co., Dallas, Texas 
% Increase in 1938 over 1937 
Security Life and Trust Co., 
% Increase in 1938 over 1937 
Shenandoah Life Ins. Co., Roanoke, Va. 
% Increase in 1938 over 1937 
State Mutual Life Ass. Co., Worcester, Mass. 
% Increase in 1938 over 1937 
Texas State Life Ins. Co., Dallas, Texas 
% Increase in 1938 over 1937 
Union Central Life Ins. Co., Cincinnati, Ohio 
% Increase in 1938 over 1937 
United Benefit Life Ins. Co., Omaha, Neb. 
% Increase in 1938 over 1937 
United Life & Accident Ins. Co., Concord, N. H. 
% Increase in 1938 over 1937. 
Victory Life Ins. Co., Topeka, Kansas 
% Increase in 1938 over 1937 
Western & Southern Life Ins. Co., Cincinnati, O. 
% Increase in 1938 over 1937 
Wisconsin Nat'l Life Ins. Co., Oshkosh, Wis.. 
% Increase in 1938 over 1937... 


Wichita, Kan 


Seattle, Wash. 


Texas 


Md 


Miss. 


Ind 


Boston 


Md 
Wis.* 





* Excluding $2,500,000 reserve for security fluctuation and other contingencies. 
mortality and asset fluctuation and other 
life oer: 

an 


burs. and ins. account, 
by trustees pursuant to the P 
e Life only. 
fluctuation and 
contingency fund. 
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Winston-Salem, N.C. 





Total 

Capital Admitted 
Stock Assets 

$79,687 - 

95 

$100,000 220, 12 3 

28,477 sis 

200,000 2,346, ‘a 

228,390, si 

13,305, rol 

875,000 51,490,508 

6.4 

3,000,000 246,598,612 

8.5 

336,215,698 

1,000,000 30,438,336 

11.0 

250,000 8,548,734 
55 

275,000 12,014,401 

5.6 

6,588 

123, 172, 359 

4.6 

650,000 7,986,407 

3.0 

500,000 3,045,357 

26.7 

21,856,889 

7.9 

350,000 5,587,092 

22.2 

100,000 2,398,275 

18.3 

100,000 625,202 

22.2 

22,094,812 

83 

300,000 13,845,297 

8.7 

2,500,000 147,947,028 

6.2 

100,000 20,470,432 

3.3 

647,746,901 

6.2 

28.870, 867 

105 

117,551 2,241,575 

1 6.5 

445,600 5,495,505 

14.1 

2,000,000 31,013,460 

10.4 

1,223,101 ,693 

46 

500,000 19,831,945 

7.1 

125,000 2,197,992 

17.2 

702,629,809 

5.2 9 

700,000 13,638, 862 

5 

28,100,364 

4.6 

346,418,516 

4.46 

257 7,900 3,432,882 

ssde00 5,788,239 

14.0 

**500,000 8,799, 

182,383, si 

30,000 664, éi2 2 

2,500,000 374, 398, 

300,000 12,954, P= 

14.0 

400,000 ~=10,310, rr 2 

200,000 9,738, 048 
6 

15,000,000 171,508,892 

4.7 

400,000 9,022,310 

6.7 


contingencies. 
** $308,750 par value of the capital stock of the Company has been purchased and 1 
of Mutualization. 
dIncludes $17,921 real estate reserve. 
$4,578,334 asset fluctuation. 
lIncludes annuities. 


1939 


g Contingenc 
miIncludes $375 


Surplus 
to Policy- 
holders 
(Includ- 
ing Capi- 
tal Stock) 


a 
110, 30 
1,608, 043 
85 


315,845 
10.8 
*10,568,819 
9.1 
930,642 
19.1 
3,042,699 
26.0 
10,927,579 
8.9 

11,677 1 


3,507, 100 
6 

952,029 
8.7 
1,733,194 
17.1 
2.122 
76.1 
6,412,233 
i) 


1,224,045 
2.8 


1,150, 000 


1,366,669 
3.9 
950,000 
5.6 
7,921,462 
12.0 
624 
6.0 
O02 
13 
2.083.351 
4.1 
154,200 


1,047 


20,937 


1 
1,216,271 
93 
4,776,172 
11.0 
53,288,857 
1.3 
1,928,896 
2.7 

257 398 
10.0 
$30,793,056 
5.4 


913,507 


1,697,062 
16.9 
g19,420, a 


0534.45 


621,849 
14.3 
1,078,091 
10.4 
8,335,668 
-10.0 

= “es 

12, 625, 0 
600, 000 
43 
952,563 
2.2 

k 1,098,387 
13.0 
23,807, or 


m1,324, 305 


c 


Premium 
Income 
Exclud- 

ing Annui- 
ties Dur- 
ing Year 


$10,845, - 


40.773 
—15.6 
3,033,300 


23,695,064 
3,342,142 
2.0 
$6,802,296 
aa 


29,490,412 
—2.9 
32,870,342 
4.1 
5,155,815 
3.3 
1,948,722 
2.6 
646 
1.1 
13,133 


1,317 


1] 
1,229, 74 
4.5 
211, 032 4 
3.1 
2.937 .486 
1,873,996 
1.2 
22,077,477 
6.2 
2,018,034 
6.6 
57,132,791 
9 


4,052, 141 


7,947, 196 

2 9 
124,295,334 
1.6 
2,579,603 


2,295,564 
4.3 
30,115,788 
6 

u 


1,197, 554 


, y 
17,327 ” 
414,7 785 
96.5 
32,195,019 
—1.0 
3,079,795 


1,333, 567 
63 
11,006,055 
— 

27, 855,7 796 
2.9 
1,016,877 
“44 


Assets, 


tIncrease over 


Do 


reserve. 


liab. 
100 


Premium 
Income 
from 
Annui- 
ties Dur- 
ing Year 


$1,108 
5.7 


19,542 
—48.7 


1,053,934 
13.3 


66,012 
17.6 
7,290,465 
—6§.9 
484,440 
—19 
486,092 
32.9 
9,398 
—38.5 
1,198 

— 88.65 


» 


1,430,643 
11.0 
63,947 


219,400 
6.9 


11,047 


1,406,852 
11.4 
360,123 


11,578,291 
Q 

734,983 
44.7 


356, 501 


188, 006 
—74 
3,940,290 
5.1 


u 
1,000 
798 
28,954 

+ 
233,709 
—3.0 


7,327,211 
30.7 
167,409 


+ 
+ 


39,813 





and surplus 


per cent. 
e No payments to policyholders in 1937. 
h Includes $150,000 contingency reserve. 


0 voluntary reserve. u Unavailable. 


Pay- 
ments 
to 
Policy- 
holders 


eee 


223, 518 
20,402,138 
44 


1,786,038 
9.1 
+4,187,648 
—1.1 
21,183, rr 
3.5 

26,334, 108 
9.5 
2,094,266 
6.8 
948,917 
9.9 
824,981 


—6.0 
2,500 


10, wos. 595 
672, 555 


48 
senses 





1,949, 10? 


5 
799,579 
14.7 
287,120 


956, oy 


12,587, 17 0 
5.9 
1,659,913 
14.1 
48,220,319 


2,120,309 

5 

109,! 
1,425,7 799 


307,467 
54,870,7 is 
6 
1,255,221 
3.4 
2,429,921 
-3.7 
26,916,131 
6.4 

u 


436, . 55 
3.4 
1,747, 711 
8.1 
15,226,499 
8.0 
19,554 
55 
30,311,383 
1.9 
1,026,482 
—12.6 
693,683 
—2.6 
637,889 
8.6 
16,381,958 
17.6 
465,489 
31.3 


Total 

Dis- 
burse- 
ments 
During 

Year 


7,106 
3. 





27,015,682 

1.1 

3,327,731 
45 


7,037,568 


41,669, 136 
92 
4,434, 263 


1,952, os 
§2 

1,562,386 

—5.4 
Jl, 661 


16, 746, an 


1,07. 53% 
1.2 





1,728,608 
11.5 
26,989,718 
4.1 
2,746,574 


81,384,654 
9.1 
3,852,886 
10.2 
281,113 
14.4 
472 514 
13 


6,163, 317 
6.5 
150,643,267 
3.6 
2,812,159 
2.5 

1,079, 658 








2,909,290 


10.1 
40,888,398 
53 


49, 870, all 
1. 
2,379 oz 


1,308,371 
9 


28,528,982 
—11.4 
929,913 
2.8 


+ Includes A. & H. 
include Acc. 


a Includes 


Average 
Size of 
Paid-for 
Policies 
Written 


(Ord. Only) 


$3,360 
14.9 





continge 33 e 
f Includes $1,833,899 mort 
k Includes $200, 000 


Dept. 
and Health 


Average 
Sise of 
Policies 
in Force 


(Ordinary 


Only) 
$2,518 
2.2 
1,570 
6.8 
1,136 
4 
52,000 
53 

2,684 
3 

880 
—5 
2,239 
-2.0 
4,447 
-1.0 


Results of the Operations of Life Insurance Companies for the Year 
Ending December 31, 1938, and Comparisons With 1937 





§ Surplus reserve for 
Dept. 


reserve. 





Total Total 
Insurance Inaurance 
Written in Force 
38,351,552 $401,348,843 
—14.4 3.6 
242,502 1,504,624 
—66.4 —17.1 
4,647,591 90,725, 5,728 
—29,3 
2,309, 53414 os 
31.9 
59,635,484 752,119, 649 
—10.5 
24,161,627 86 200ait 
—1.5 
41,462, 518 242,660,7 ia 
74 10.9 
163, sai, ‘116 1,147,142,845 
20.2 18 
103, 324, 549 1, 013,089,959 
44 3.5 
25,7 769,172 221,97 — 
3.5 
75,714, i 
34 
11, 104, 601 —— 
65 
460,300 762, p 
52.3 
25,560,832 363,441,261 
—9.4 2 
2,550,644 31,858,291 
—18.1 1 
11,273,909 32,500,185 
10.7 148 
20,729,662 135,723, . 
~11.8 
41,599,827 93,024, 1 
-1.2 13.5 
23,339,359 38,255,771 
2.6 8.2 


2,888,286 6,356,759 
17.7 

11,281,499 
12.1 

7,405,341 68,774,216 
17.2 11 


995,423,126 


108,105,607 
19 


155,723,033 
2.2 44 

11,384, ae 71,887,290 
35 
138,457,8 as 1,931,760,137 
Ll 


154,788,376 


19,349, 915 5 


1.2 10.8 
1,551,455  10,005.184 
83 45 
3,338,672 21, 398,408 
6.7 48 
71,677,330 272,313,586 
12.0 55 
233,904,7943 893,591,675 
10.8 4 
12,803,306 95,688,139 
24 37 
14,840,103 30,302,007 
6.4 68 
155,903,043 1,951,750,079 
13.6 12 
5,519,924 53,732,404 
6.1 8 
4.126.694 60,884,022 
1.2 10 
73,207,497 970,900,529 
3.2 10 
u 30,101,808 
911 
13,668,227 50,191, 412 
BS 
23,365,070 179, 361,487 
3 50 
42,553,919 595,433, * 
3.2 
7,850, rr 6,253,7 ” 
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Settlement Options, Income Guarantees, 
Cash Values and Rates 


Since its complete revision three years ago, the 
Life Agents Brief has put the spotlight on Settle- 
ment Options, Income Guarantees, and other fea- 
tures that are of unusual importance this year 
because of the many changes in nearly all policies. 
The unusual method of showing this data widens 
your opportunities for cashing in on these changes. 
Many of the features cannot be found elsewhere. 
The Life Agents Brief, with over 700 pages, is very 
complete. With a copy available you can develop 
new sales ideas not possible with the use of any 
other publication. It makes programming easier. 


Increased Prestige 
Means More Income 


Complete wording of the policy at times is ab- 
solutely necessary to hold the policyholders con- 
fidence. Most companies are making changes this 
year in their policies, and the insurance buyer 
knows it. More than ever he realizes that he can 
get more from some companies than others in the 
way of policy provisions. Therefore prospects and 
policyholders alike expect this information from 
the agents. They are asking for it. Those who 
can furnish it not only may get their business, but 
their confidence also. 


BROADEN YOUR SALES POSSIBILITIES 


Guaranteed Income available is shown in detail. 
Here is an amplification of the Dividend Option, 
both unique and effective in the protection of con- 
tinuing policyholders. It gets away from the em- 
phasis on net cost. Comprehensive data is shown 
on all companies writing Intermediate and Month- 
ly Premium Ordinary. The Life Agents Brief will 
help you arouse new interest in the insurance 
policy, as well as answer nearly all current ques- 
tions. This little book will help you earn larger 


commissions. Soon pays for itself in sales. 


Get New Selling Ideas From 
The Unusaal Method of 
Showing Data 


LIFE AGENTS 
BRIEF 


Synopses are all right in their place. Otherwise 
The Spectator would not give them in the Life 
Agents Brief. Skillfully analyzed. they give the 
high spots. But by their very nature they cannot 
cover all the niceties that are essential to the man 
who is buying such an important thing in his life 
as an insurance policy. 


Every Word Is Important 
Sometimes If You Want 
to Be Exact 


Why not have sufficient copies of the Handy 
Guide available so that your men may take copies 
with them on important calls to answer questions 
on the spot about the policies of different com- 
panies? The policyholder is entitled to know 
the difference in policies. Use the Handy Guide 
in your agency meetings. Show your men the bene- 
fits offered by your company in the different policy 
provisions. Over 1600 pages of exact data at $4 
per single copy or less at company’s rate. 


THE HANDY 
GUIDE 











Sure! We Want New, Complete Up-to-the-Minute Information 


Enter my order, and bill me at my company’s Club Rate, after delivery, 
Pi ihad vias 5 copies Handy Guide ..........copies Life Agents Brief. 
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Federal Old-Age Benefits 


HE Secretary of the Treasury 
Tis largely responsible for the 

Old-Age Reserve Account 
from which Federal old-age ben- 
efits are to be paid. Title II of 
the Social Security Act created 
this Account in the Treasury, 
authorized annual appropriations 
to it sufficient in amount to pro- 
vide for the payments required 
under the Title, and placed on 
the Secretary of the Treasury the 
duties: 
(a) Of submitting “annually to the 
Bureau of the Budget an estimate of 
the appropriations to be made to the 
Account” ; 
(b) Of including in his annual report 
“the actuarial status of the Ac- 
count”; and , 
(c) Of investing amounts credited to 
the Account that are not required for 
current withdrawal. 

The Secretary of the Treasury 
has issued two annual reports 
since this title of the Social Se- 
curity Act became effective, but 
neither of them contains an actu- 
arial calculation of the annual ap- 
propriation necessary to provide 
for the payments required under 
the title. Each report contains a 
“Valuation Balance Sheet show- 
ing the actuarial status of the re- 
serve account” and each contains 
an item for transfer to the Old- 
Age Reserve Account under 
“Estimates of Expenditures.” 
But these estimates are preceded 
by a statement that they are fur- 
nished by the Bureau of the 
Budget, while the Secretary of 
the Treasury is required by the 
Act to furnish the estimate in 
question to the Bureau of the 
Budget. 

In the valuation balance sheet 
as of June 30, 1937, appropria- 
tions to the Account are assumed 
to be 95 per cent of taxes levied 
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under Title VIII of the Social 
Security Act, the remaining 5 
per cent being an allowance for 
expenses. A year later in the 
report for the year ending June 
30, 1938, just recently released, 
appropriations are assumed to be 
Title VIII taxes less $1.00 a year 
for each individual covered by 
the Act. This is apparently 
equivalent to an expense allow- 
ance of about 3% per cent. 

While no explicit statement 
has been found in these reports 
to this effect, it seems that ap- 
propriations have not been “de- 
termined on a reserve basis in 
accordance with accepted actu- 
arial principles” for the reason 
that the assumption is made that 
the taxes of Title VIII give the 
same result without the calcula- 
tion. 

The valuation balance sheet as 
of June 30, 1937, supports this 
conviction to the dollar by the 
simple device of assuming that 
people will retire on the average 
at the age necessary to make the 
present value of prospective ap- 
propriations balance exactly with 
the present value of prospective 
benefits. This average age turned 
out to be about 6634 years. 

But a year later the Secretary 
of the Treasury had a change of 
heart and decided to retire wo- 
men on the average at age 65 
and men at age 67 and let the 
present value of prospective ap- 
propriations differ as much as it 
would from the present value of 
prospective benefits. And the 
various assumptions necessary in 
the calculation produced a value 
of benefits 11.87 per cent higher 
than the value of appropriations. 

It should be clearly understood 
that this is in no sense a criticism 
of the Secretary of the Treasury 





for not calculating annual appro- 
priations on a reserve basis in ac- 
cordance with accepted actuarial] 
principles. On the contrary, it 
seems ridiculous that the Act 
should have been written so as to 
require any such hocus-pocus in- 
volving so many unknown and 
unknowable factors. However, 
the cure for an impossible provi- 
sion of law is not to ignore it but 
rather to repeal it. 

The Secretary’s 1937 report 
estimated that the assets of the 
Old-Age Reserve Account would 
reach $50 billion in about 45 


years and about $57 billion after © 


80 years. It also pointed out that 
“the major purpose of the reserve 
plan of financing is to distribute 
the cost of old-age benefit pay- 
ments in a reasonably equitable 
manner.” This, coming from the 
Secretary of the Treasury, seems 
naive in the extreme. If there is 
any one official at Washington 
who should appreciate fully that 
the United States Government 
cannot distribute costs by attach- 
ing a signature to a beautiful 
crisp piece of paper, it should be 
the Secretary of the Treasury. 
He, more than any other, should 
realize: 

(1) That old-age benefits can never 
be paid with these pieces of paper; 
(2) That whatever wage taxes are 
collected in excess of current benefit 
payments constitute a _ substantial 
drain on families that “consume” 
currently practically all the purchas- 
ing power they can obtain. 

(3) That when it comes to the pay- 
ment of benefits, not only the excess 
taxes but the interest their invest- 
ment has earned, must be duplicated 
by taxes paid at that time; and 

(4) That these highly engraved 
pieces of paper can serve no useful 
purpose other than to spur on the 
flagging enthusiasm of future tax- 
payers. They cannot distribute the 
cost of any kind of benefits. 








—e le 








Owned and Published by 


® 


a COMPANY 
(Incorporated ) 


Executive Offices 
Chestnut & 56th Sts., Philadelphia, U. S. A. 


OFFICERS AND DIRECTORS 


McsseLuMax, President 
Fairs f Seine. Eegecutive Vice-President 
Faeperic C. Stevexs, Josera §. Hitorersa. 
Gronce H. Guirriras, Everir B. TeRacxe. 
Vice-Presidenta, Wittttaw“ A. Barren, Treasurer, 
Jonun Btare Morrett, Seeretary. 
Joun H.Vax Devexter.Jctiax Cease. Thomas 
L. Kane, Caries §. Rare, C. Camrott Bczsr, 
M. Panrexvorr. 


Copyright 1939 by Chilton Company ( Inc.) 





THE SPECTATOR 





THOMAS L. KANE, President 


HARRY W. BARNARD, Vice-President 


THOMAS J. V. CULLEN, Vice-President 


LOUGHTON T. SMITH, Vice-President 


LOUIS S. FISCHER, Associate Statistician 


LEONARD S&S. McCOMBS, Asst. Statistician 


Publication Office: Chestnut 4 56th Streets 
Philadelphia, Pa. Tel. Sherwood 1424 


New York Office: 239 West 39th Street 
New York, N. ¥Y. Tel. Penn. 6-1100 





Washington Office: National Press Bldg 


FORTNIGHTLY 





THURSDAY, MARCH 2, 1939 
CXLI#-No. V 








ne ae ie 


38—THE SPECTATOR, March 2, 1939 















Sp 





